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Balance Jn (Chaos 


EvrorpE and most of what we 
think of as the civilized world 
are close to the edge of their exist- 
ence—in a crisis so big it hurts the 
imagination. It seems to those who 
follow the news anxiously that there 
must be something to be done be- 
sides sit and watch it happen. 

Things that had appeared to have 
their place a month ago now look 
like  trivialities. “Confectionery 
sales in March were only $13.3 mil- 
on, against $13.9 million a vear 
earlier.” Well, it looks unpromising 
for the gum drop business, but how 
about the business of living? 

The obvious anodyne is work. 
The man with a job is lucky if he 
can still see its importance and its 
validity — in almost any arrange- 
ment of life to come. It is difficult for 


a sensitive person to shut out the hor- 
rors and the incipient panic of these 
weeks, but the effort must be made. 
It you can do it, you will get real 
satisfaction out of the sense of equi- 
librium it brings. 

But on the other extreme there 
is the danger of hiding too thor- 
oughly from the facts of the world. 
A Brooklyn lady celebrated her 
100th birthday last week, in excel- 
lent health and cheer, for which all 
of us can join her in being thankful. 
She credits two rules for her long 
life—instead of setting a new prece- 
dent by acknowledging herself one 
centenarian that just happened. 
without particular credit to any- 
thing. 

Here are the rules that succeeded 
in this lady’s case. First. never 


speak of death. only of future life; 
and second, never read the harrow- 
ing newspaper stories of this war. 

It is good to see any scheme of 
life working so well—but this seems 
a perfect one to adopt after you get 
past 90 or 95. It is something to 
reserve for the future. There is so 
much room for each of us and for 
the country as a whole between the 
iwo extremes, between the futile and 
the hysterical. Surely the proper 
stand is one that admits the dis- 
agreeable, the terrible, facts—and 
vet avoids the benumbing feeling 
that it is useless to carry on. The 
world has gone through worse hells 
before this than the one threatening 
‘ now, and the survivors have never 
owed anything to their ability either 
to scream or to play dead. 
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Wide World Photo 


The gasoline engine has revolutionized modern warfare and spawned 
such monsters as those here seen fording a stream under aerial bombing 
attack by the "enemy" during the recent army war games in the South. 
Alarmingly deficient in such mechanized units—our whole army has less 
tanks than a single German Panzerdivisionen—America has been jolted 


into sudden consciousness of its inadequate defenses by recent world- 


shaking developments abroad. The problems we face in remedying the 


situation are discussed in the article beginning on page 202. 
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WAKE UP, AMERICA!... The situation of this nation 
in a world gone mad justifies neither hysterical fear nor 
wishful-thinking complacency. Of the two, however, 
complacency is by far the more dangerous. Over-esti- 
mating the threat to our security would do no perma- 
nent harm. Under-estimating it could be ruinous. Our 
neighbors on this globe include powers who respect only 
the law of brute force. It would be gambling with the 
very survival of this nation if we fail to allow for the 
worst possible contingency and if we do not exert our- 
selves to the utmost to prepare against it. If we so 
prepare, it will not come to pass. 

We see today the tragic consequences of vears of cumu- 
lative folly, complacency, procrastination, bickering and 
bungling by the national leaders of Britain and France— 
but have we been any wiser? The acknowledged weak- 
nesses of our army and navy constitute a self-evident 
answer to this question. Nor can we take it for granted 
that the only need is more men and more equipment. Is 
the thinking of the brass hats who map our strategy 
in tune with the realities of modern defense? Or is it as 
far behind the times as the rest of our defense establish- 
ment? We can’t take the answer on faith. 

The American people want the full truth about our 
situation. They don’t want excuses and explanations 
after mistakes have been made. They demand whole- 
hearted and harmonious co-operation and co-ordimation 
between Government, industry and labor—all to the 
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The Trend of Events 


vital end that this nation’s position be made impregnable 
just as rapidly as is humanly possible. They won't ques- 
tion the cost. They don’t care about titles or forms. 
They are not interested in promises and paper plans. 
They don’t need patriotic exhortations from their lead- 
ers. They could do with less politics and more states- 
manship. 

In short, they want action—courageous, prompt, effec- 
tive action. Woe betide the public official. labor leader 
or industrial chieftain who lets them down on the most 
vital job America has ever had to get done! 


TOTAL CONSCRIPTION . . . "Government Control of 
Everybody and Everything." This London headline told 
it all in six words that Englishmen hated to hear. In 
order to retain the right to live independently it had to 
be given up first. From now on no man in England can 
decide of his own free will where or what hours or for 
what wages he will work: no business can exist simply 
as a matter of right assured to it because it is profitable 
and legal; no home is a castle. 

The decision to devote the things they treasure most 
to the winning of this war is a sign both of the extremity 
and of the determination forced upon the English by 
Hitler. If the same problem should face the United 
States, there is no doubt that it would be met with the 
same answer. Government operation of the railroads 
was a subject of argument in the last war: in the next 
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one that is really brought home to this country, the rail- 
roads are likely to be only one of the many industries 
taking complete orders from Washington. The prospect 
must be faced, but it is to be hoped that Americans will 
take the step no more lightly than have the English, and 
that neither country will ever feel comfortable under 
totalitarian regimes. 


WE NEED PLANES NOW ... It is all very well to plan 
creation of an air force of 50,000 planes within a period 
of years, but what is more to the practical point is the 
building of a combat air force of, say, 5,000 planes within 
a period of months and of 10,000 within a year. There 
are, of course, obstacles and bottlenecks. The ingenuity 
for which American mass production industry is noted 
can smash them or circumvent them. It must. 

The job obviously can’t be done entirely by the major 
aircraft companies. It requires that all present capacity 
of small, as well as large, producers be utilized to maxi- 
mum, that capacity be further expanded as rapidly 
as possible and that the tool-making and _parts-pro- 
ducing facilities of the automobile industry be drawn 
upon. 

To establish rapidly a minimum security in air power 
we should heed the lesson taught by Germany: com- 
promise between quality and quantity. Should a power- 


ful enemy nation grab air bases within reach of this coun- 
try, 1943 production of radically advanced planes now in 
the laboratory would do us no good—even if we were 


permitted to produce them. Surely we can produce 
bombers and fighters right now that are good enough 
to give pause to any attacker. We should ‘freeze these 
models and turn them cut in maximum quantity up to 
the minimum defense requirements calculated by our 
army and navy experts. 

After that we can repeat the process with successive 
sets of improved plane designs. One important reason 
for our present air deficiency is that we have been more 
pre-occupied with the plane of tomorrow than with that 
of today. Both army and navy have been addicted to 
placing orders in small lots and altering design as the 
production job proceeded. We must energize methods 
all along the line. Nobody knows how much time we 
have. Perhaps a long time. Perhaps a short time. Bet- 
ter to figure it short, even if wrong. Even if we can’t 
train the best possible pilots in a few months, it should 
take no great time to teach some thousands of physically 
fit volunteers how to take a bomber into the air, drop 
destruction on visible objectives and steer the craft back 
home. The Germans are reported using many men who 
have had no more than twenty-five hours’ flving 
experience. 





Questions 


if Hitler wins the war, would not our $19,000,000,- 
000 gold hoard be of exceedingly dubious value? 

A complete German victory could leave the United 
States as the sole remaining world power functioning 
under free capitalism on a gold-based monetary system. 
An increased proportion of surviving world trade would 
be on a barter basis, with less gold needed to settle bal- 
ances. It is possible, however, that the Nazis have made 
a virtue out of necessity. If they come into large quanti- 
ties of gold and supervise the eventual economic recon- 
struction of Europe along modified capitalist lines, that 
would be no stranger than what we have already seen 
happen. But if the post-war world has no further use 
for gold, our “loss” has already been taken. It was taken 
in the exchange of tangible assets for imports of this 
metal. Moreover. if Hitler wins we will have so many 
more important problems that the gold question will 
become of relatively little moment. 


Would an armament boom in business activity 
necessarily mean a proportionate boom in stock 
prices? What if special taxes are adopted, after 
the election, to take much of the profit out of war 
or armament business? 

It is obviously quite possible for the Government to 
recapture, through special taxes, a substantial part or 
even all of increased corporate profits resulting from war 


of the Day 


or armament orders. Whether such a step is probable 
is something else again, and in the present fantastic 
world any guess would be futile as to what this country 
will do about taxes or anything else some months hence. 
Should such a tax plan be adopted, the chances are that 
it would permit retention of the bulk of “normal” profits 
and the standard of normality possibly would be aver- 
age earnings over a period of several prior vears. Such 
a tax would tend to increase the relative investment 
attraction of stable-income stocks as against prince-and- 
pauper enterprises participating in armament demands. 


Each additional country drawn into the European 
war represents a lost market for American farmers, 
it is said. Yet approximately the same number of 
people over there must still eat, must they not? 

There is one alternative—they must eat or starve. 
Aside from England and France, the countries now in 
the war or under Germany’s thumb consumed a quarter 
of the wheat and half of the corn that entered into inter- 
national trade last year. Practically all of them must 
import foods even in normal times. Today their best 
men are at war or working to sustain the industrial war 
effort. Consumption and waste are going on inexorably. 
Bombs are the only spring sowing in many fields. Next 
winter the crisis will come and Europe will learn that 
famine is still one of the causalties of war. 
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BY CHARLES BENEDICT | 


THE ELEMENT OF TIME 


i, my lifetime I have learned two valuable truths— 
(1) that the mind is not capable of thinking clearly 
when it is beset with fear and anxiety; (2) that objec- 
tive thought and action can solve every problem. 

There is no reason to be afraid of Hitler and the Ger- 
man war machine so long as we retain our wits. This 
must be obvious to any man who has experienced even 
minor crises in his life. Certainly it has been proven 
again and again in the major upheavals of mankind 
throughout the ages. 

The very forces Hitler sets in motion can defeat him. 
It is not only possible, but highly probable, that Hitler 
could fail for the simplest of reasons. For example, the 
lack of fuel for his mechanized equipment could destroy 
the effectiveness of his war machine with amazing rapid- 
ity. I cite this merely as an instance of the vulnerability 
that can be found in Hitler’s strength which could be 
multiplied many times if we 
concentrated on the task of 
looking for it. After all, Hitler 
and the German high com- 
mand are not infallible — al- 
though they would like to have 
us believe that they are. 

The weakness of the Allied 
war machine, or shall we say 
the stupidity of Allied leader- 
ship up to now, has been ap- 
palling. It was in contrast to 
this that Hitler has seemed 
like a superman, which fact has 
been responsible for the be- 
wilderment and confusion of 
the Allied people. 

But it need not confuse us 
since we are thoroughly aware 
to what extent treachery 
played its part in opening and 
smoothing the way for this 
German war machine. 

With three thousand miles 
of ocean between us and the 
Germans, even the most timid 
must recognize we have time 
to think the situation through 
and destroy the fifth columns 
within our midst. And drastic 
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action must be taken in this direction—now! The United 
States has the genius and cevacity to nullify the Nazi 
menace, but we haven’t the time to bungle along—play 
politics—and indulge in all the license which a democ- 
racy gives us. The situation abroad is so grave that we 
must prepare for the worst so that the worst will never 
happen. We cannot afford to do anything else today. 

As much as we would like to indulge in convention 
sprees—as much as the Republicans would like to get 
back to power—as much as we would like to see New 
Deal dreamers and impractical idealists out—this is no 
time to permit ourselves the luxury of selfish or wishful 
thinking. At this time, more than ever, what is best for 
the country is best for the individual. 

With the exception of Wendell Willkie, I do not be- 
lieve the Republicans have presented a candidate who 
would be acceptable to the American people at this time. 
I, for one, am sick and tired of 
the machine-made candidates 
selected to be the “people’s 
choice.” 

The hullabaloo about the 
third term is just so much 
waste of time—time that 
should be spent in organized 
planning and going to work 
about the business of making 
our country invulnerable. 

Without fear of contradic- 
tion, I say there is every evi- 
dence that President Roosevelt 
will be re-elected. Therefore, 
why waste precious days and 
months in political jockeying 
—precious hours that are nec- 
essary for the safety of this 
country? 

As the situation stands to- 
day, an early conquest of Eng- 
land and France would affect 
our position seriously. For, 
unless the navies were scuttled, 
Germany would come into pos- 
session of a fleet greater than 
ours and be in a _ position 
through her fifth column ac- 

(Please turn to page 249) 





19 











The Wisest 


Policy Now 


America will survive and bargain day may be near but world 


uncertainties were never greater or graver than they are 


today. We advise maintenance of conservative liquidity 


and postponement of investment and speculative purchases. 


BY A. T 


I. THE fortnight since our last previous analysis was 
written—in which we urged conservation of buying 
power—the market has declined more than 26 per cent, 
as measured by our weekly index of 309 active issues. 

For the rank and file of the market the level reached 
on this descent was only a trifle above the depression low 
recorded at the close of March, 1938. Excepting for 
brief periods, this inclusive price index was importantly 
lower than the present level only in the period of record- 
breaking financial and industrial deflation extending 
from late 1931 to early 1933. 

Moreover, if prices be taken in ratio to the continuing 
high level of industrial activity and earning power, it 
can be said that the market in modern times was never 
lower than it is today. 

Yet while it is possible that bottom has either been 
seen or is near, no such hopeful assumption can be 
safely taken as a certainty. The reasons and emotions 
which have produced this amazingly fast change for the 
worse have no relationship to domestic business and earn- 
ings. They center exclusively in the tremendous psycho- 
logical shock that exploded like a bomb when German 
mechanized forces in ten days’ time smashed through 
northern France and captured ports on the English 
Channel. 

The war has not yet been won by Hitler. The Allies 
conceivably may make a successful last ditch stand. 
But the western world has suddenly been shaken rudely 
out of its previous complacent confidence that this would 
inevitably be a protracted war and that the Allies, aided 
by an ever-broadening stream of armaments and supplies 
from this country, would eventually win. 

Whether it comes to pass or not, we have almost over- 
night been forced to ponder the question of what kind of 
a world this would be if Hitler smashes the British and 
French empires. We are today soberly thinking of 
potentialities and contingencies which only a very few 
weeks ago would have seemed like the unreal absurdities 
of a nightmare. Will England actually be invaded for 
the first time in some 900 years? What will happen to 
the British Navy? How seriously are our own national 
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interests threatened? How fast can we arm ourselves? 

To be sure there are tentative elements of hope in the 
situation as this is written. The main bodies of the 
German armies, as distinct from the less numerous 
forces which have knifed through a relatively narrow 
column to several French ports on the channel, have 
made much slower progress since the big break-through 
of Tuesday, May 21, than before. With the apparent 
stiffening of Allied resistance, the stock market also has 
made a stand and even a moderate counter-attack. 

The net loss in the industrial average last week was 
less than 8 points, against some 20 points in the week 
ended May 18—and virtually all of last week’s retreat 
was confined to the panic session of May 21 when heavy 
liquidation carried volume to nearly 4,000,000. shares. 
By the end of the week nerves were calmer, turnover had 
fallen sharply and average prices were moderately higher. 
The rally is making further progress as this is written, 
but with activity still light. 

There can be scant question that some good scale- 
down demand has come into the market and that large 
amounts of capital are waiting to go in—at the opportune 
time. On the other hand the potentialities of additional 
liquidation simply can not be confidently gauged at this 
time. The evidence is clear that domestic investment sell- 
ing, reflecting the urge for liquidity in a setting of monu- 
mental uncertainty, has far exceeded combined margin 
selling and foreign liquidation. Whether this _large- 
scale transfer to cash is now substantially completed 
remains to be seen. 

In our belief any important change in market trend 
requires either (1) a decisive change for the better in 
the military fortunes of the Allies; or (2) that the worst 
contingency become known and discounted. No rea- 
soned calculation can now be made as to either of these 
general requirements. 

Only a German defeat as decisive as that inflicted in 
the 1914 Battle of the Marne can end the present fear 
that the Nazi military machine may sweep all before it. 
If there are further major successes for German arms 
over the near future, maintenance of recent average lows 
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in the market would at least be open to question. 

Belated entrance of Italy into the war would not be a 
surprise, in view of the open threats being made today. 
In such an event the real market factor would not be 
the fact of Italian intervention on the Nazi side but the 
implications thereof. It would mean that Mussolini had 
decided, on the basis of Italian military intelligence 
reports, that a complete German victory in this war was 
inevitable and relatively imminent. 

While we counsel against despair, hysteria and panic, 
we can not in simple prudence yet favor investment or 
speculative purchases in the face of the continuing grave 
uncertainties outlined above. Changes in the situation 
may be very rapid and an exceptional opportunity to 


utilize availabie cash resources may develop in the near 
future. But meanwhile, whether the security exchanges 
should have to be temporarily closed or not — this 
threat now appearing improbable — conservation of a 
comfortable percentage of cash appears the only safe 
course. 

To sum up: nobody can know what the worst con- 
tingency may be nor, if it should come to pass, what the 
final bottom of the market might prove to be. In our 
longer term picture there are enormous elements of 
strength. Our country will not be over-run and we are 
going to swing into a record-breaking job of industrial 
production—but our intermediate uncertainties were 
never greater nor graver—Monday, May 27. 
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America's economic strength and military weakness in relation 
to Germany is clearly indicated above, but the whole story 
cannot be told in symbols. Our national income, for example, 
is not only twice as large as Germany's but is also far better 
balanced between production of agricultural and industrial 
products, raw materials and finished goods. Again, though 
Germany's population as a result of her conquests is now ap- 
proaching ours, her captive peoples are not assets but liabilities 
—sources of unrest and sabotage. On the military side, the 
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fact that our Army is but a fraction of the size of Hitler's is 
less alarming than the fact of our naval superiority is com- 
forting—provided that superiority is not destroyed by possible 
German seizure of the British fleet. Since we cannot increase 
our Navy rapidly enough to guard against such an eventuality, 
we can and must add to our strength in the air and, more 
particularly, to our ability to achieve and be able to maintain 
such added strength through greatly increased aircraft pro- 
duction capacity. 
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UNITED STATES ECONOMIC 
AND MILITARY NEEDS 
MEASURED AGAINST 
GERMANY'S STRENGTH 


ik the bewilderingly tragic times in which we live there 
are few things of which we can be certain, but one is 
this: that in a world rapidly reverting to the law of 
the jungle, no nation can afford to go unarmed. And 
America is unarmed. 

We have recently made a small beginning toward 
remedying the situation with the appropriation of large 
funds for defense, but this is a very small beginning 
indeed. Billions, more billions than most of us realize 
now, must be spent for defense, but their spending will 
not of itself assure that defense. The problem we face 
cannot be solved merely with money; it can be solved 
only by the most careful thought, the most vigorous 
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‘action and the most selfless co-operation on the part 
of Government, industry and_ labor. 


|. The Nature of the Problem 


In its principal aspects, the problem of national 
defense is threefold. 
what areas and what points are to be defended. This 
isnot a matter that can be thrown completely open to 
public debate and it cannot, therefore, be decided by 
the electorate or Congress; it must be decided by the 
President and the State Department and the decision 
must rest upon the most unremitting and exhaustive 
study of all of the many moral, 
military and economic factors in- 
volved. The decision, moreover, 
cannot be a definitive one but must 
remain subject to change, not with 
respect to fundamental concepts of 
the sovereignty of America, but 
with respect to the ways and means 
by which these concepts may best 
he implemented under any of a 
number of combination of circum- 
stances. Though its philosophy is 
fixed, our foreign policy in precise 
] form must be developed in the light 
4 of unfolding world events and our 

position in relation to them at the 
time of their occurrence. It most 
certainly cannot be determined on 
the basis of any such neatly defined 
preconceptions as  “continental- 
ism,” “imperialism” or “interven- 
the problem is not that beautifully simple. 

Closely related to the question of what areas and what 
points are to be defended, partially determining and be- 
ing determined by it, is the question of what weapons 
we will need. It is at once apparent that this and the 
final question of how we can obtain these weapons— 
how many and how fast—must be worked out not only 
inrelation to each other, but in relation to foreign policy. 
None of the three can be considered independently of 
the other two; each is an integral part of the whole 
national defense problem. 

The decision as to weapons (and personnel), which 
rests primarily with the War and Navy Departments 
yorking in- conjunction with the President and with 
industrial experts, must be as flexible as that with 
respect to foreign policy; in neither case are the prime 
determinants fixed and in neither case can the solution 
he fixed. In the few world-shaking weeks since the Ger- 
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1S F man invasion began in the West, we have seen military 
v Of Bi tactics remade and new conceptions of attack and de- 
And fF fense introduced. To the traditional German strategy 
of envelopment there has been added a third dimension. 
ard F The clement of speed, always important, has gained new 
urge Fi significance with the large scale use of aircraft and 
ning ff motorized infantry units. The job of co-ordinating aerial 
lize Ff activities with land or sea operations opens up a whole 
will F new field of tactical study, and the rapid maneuverability 
face Fi of mechanized forces has tremendously magnified the 
ved lovistical problems of war. 
ais The lessons for our own military deriving from recent 
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There is first the question of 


America 
to Arms 


BY HENRY D. 


action abroad cannot, of course, be mastered overnight. 
It is plain enough that there have been some very great 
changes in war methods and materials, but we cannot 
base a whole armament program on first impressions as 
to just what these changes imply in our own case. Our 
foreign policy will determine in general outline what our 
strength must be at sea, on land and in the air. But 
the more detailed matters as to balance to be achieved 
between various types of sea, land and air weapons must 
tentatively be decided upon as we proceed, these deci- 
sions being subject to revision in the light of further 
developments abroad and further study of recent past de- 
velopments. Though they have no doubt foreseen much 
of the military history that is 
now being made, our military men 
must nonetheless undertake their 
own re-education on the basis of 
what has actually occurred. It is 
not merely a matter of weapons 
but also of the tactics to be em- 
ploved in connection with them. 
In this they must think not in terms 
of new problems that have been 
created in the defense of western 
Europe, but of those that can now 
be foreseen in the defense of Amer- 
‘ca and American vital 
wherever our foreign policy may 


interests 


deem these to be. 

As to the 
weapons we need, it must be obvi- 
ous at the outset that no existing 
Government department or ageney 
is equipped to handle this mat- 

is one for experienced industrialists. 
men of the type 
and possessed of an unusual degree of organiza- 
tional and administrative ability. A Government 
board comprising men of this sort drawn from a wide 
cross-section of industry should be set up immediately 
and no time should be lost in familiarizing them with 
the procurement requirements of the War and Navy 
Departments. Industrial output of ordnance should 
be further facilitated through suspension of the Walsh- 
Healey Act and any other legislative deterrents to a 
rapid gearing up of ordnance production. Profit limita- 
tions on Government business need not generally be 
disturbed but considerable accounting latitude should 
be allowed and, particularly, rapid depreciation of addi- 
tional plant facilities required to meet defense needs 
should be permitted. 

This, in barest outline, is the nature of our national 
defense problem, a problem that is at once among the 
most difficult and the most vitally important that we, 
as a nation, have ever faced. 


STEINMETZ 


how we can obtain 


ter. The job 


preferably production get-it-done 


Il. America's Vital Interests 


However much we may wish it were so, America does 
not exist apart from the rest of the world. Our interests 
extend not only well beyond our own borders but also 
beyond the confines of this hemisphere. The funda- 
mental aim of our foreign policy at all times is to protect 
and further those interests. In times such as the 
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Wide World Photo. 


It is clear enough that, from the stang. 
point of our own national defense, qj 
of our interests in this hemisphere qual. 
fy as vital interests. Even if there wer 
no Monroe Doctrine, geography an) 
common sense would indicate the mini. 
mum area we must be prepared to ¢e. 
fend. It includes North and South 
America, the Aleutian, Hawaiian an 
Galapagos Islands in the Pacific, Greep. 
land and all of the islands west of the 
Azores in the Atlantic. Should the Allies 
lose the war, it might be well for the 
sake of the record for us to assume pn. 
tectorates over all Allied possessions jn 
the New World, though whether or not 
we took such formal action it would be 
understood without question elsewher 
in the world that, in line with our trad- 
tional policy, these possessions are con- 
sidered well within the realm of our vital 
interests. 


These Lockheed Lodestar bombers, seen here in the final stages of assembly at Whether our interests beyond this 
Burbank, California, will soon be operating behind the German lines in Europe. hemisphere are vital or not cannot be 


Allied orders have been largely responsible for the doubling of our aircraft 


production capacity in the past year. 


present, moreover, it is the duty of those who formu- 
late our foreign policy to distinguish between those of 
our extra-territorial interests which are vital and those 
which are not—-those that are vital being those for which, 
if threatened or impaired, we should have to wage war. 


Wide World Photo. 


Philadelphia's City Hall pigeons have taken understandable 

alarm at the three-inch anti-aircraft gun set up in the heart 

of the city recently in connection with a mock battle staged 

between air and ground forces of the Pennsylvania National 
Guard. 
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determined in advance of real and active 
threats against them. The reason is 
that an interest that may be considered vital at one 
time may be held as of subordinate importance at an- 
other. It is this, among other things, that requires our 
foreign policy to be a flexible one. Consider for a mo- 
ment our interests in the Far East. 

Practically all of our tin and rubber now comes from 
the Netherlands Indies. Does that mean that we must 
stand ready to defend our lifeline via Hawaii, Midway, 
Wake, Guam and the Philippines to the Indies? Obvi- 
ously, the answer must depend first on whether this isa 
lifeline—that is, on whether our economic or moral 
interests and commitments beyond Hawaii are suff- 
ciently important to warrant the extension of our defense 
zone—and on whether, when and if such a decision must 
be made, we are able in the light of then existing cir- 
cumstances to take positive and effective action without 
laying ourselves open to greater risks elsewhere. 

The time was, and it was not long ago, that any 
attempt to cut off our East Indian rubber and tin sup- 
plies would have been intolerable. Now, however, we 
probably could in a pinch replace the loss through in- 
creased production of synthetic rubber and_ through 
imports of South American tin. This would be costly 
but conceivably preferable to engaging our navy 3.000 
miles from home waters. 

The final answer to this sort of question cannot, of 
course, be arrived at in advance. For the most basic 
fact governing any discussion of American defense 1s 
that, though we are between two great oceans, we have 
only a one-ocean navy. Our policy of defense has 
always been based upon the premise that, thanks to the 
Panama Canal and a strong and friendly British navy 
in control of the Atlantic, a single-ocean navy was all 
that we needed. What now so greatly changes every 
aspect of the matter is the possibility that the British 
navy may fall into the hands of the Germans, that while 
remaining a formidable navy it would no longer remail 
a friendly one. Thus, it is not difficult to imagine how 
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stand. Far Eastern interests that might seem 

ise, all B vital to us so long as the Atlantic re- 

> qual F ained in safe hands could overnight 

re Were B become entirely subordinate to imme- 

y and diate problems of defense in the 

~ Mmni- & stlantic. 

to de BF The possibility that the British navy 

South might be taken by the Germans is by 

MN and fo means fantastic. As Mr. Walter 

Green. Lippman pointed out recently in his 

be the syndicated column, it could come about 

> Allies if Hitler were shortly to find it in his 

or the power to bomb, invade, ravage and 

1c destroy Britain, and were to offer the 

-_ I ® British as an alternative the surrender 

Ke hot § of their fleet. We cannot be certain 

i 7 be BF that the ransom would not be paid; we 

a cannot even be certain that the proffer 

or of our immediate aid, such as it would 

© Con: F ie, would forestall payment. Under any 

r vita such circumstances as these, our Far : 
. B Eastern interests, vital to us yesterday “ide World Photo. 

qi this and still seemingly important today, Seen here in a sixty mile an hour demonstration run near St. Louis, these medium- 


not b . i i ’ . 
ot be night suddenly be dropped almost alto. 7yi9M, Manis carry two machine guns cod | coe-pounder. The Army has onl 
~<a gether from our calculations. Indeed, it emergency defense program. 
is the threat to Britain and, more par- 
. Ke ticularly, to her navy that is the greatest threat to us national defense to counsel and, if necessary, enforce a 
a “l Bat this time. If we have vital interests outside this firm stand against developments anywhere in this hemis- 
i his hemisphere, it is more likely that they will be found to phere that in the least savor of Trojan horse tactics. 
lie in England than in the Far East. That is why we In summary, then, it is desirable that our foreign 
a have sought, through the shipment of arms and planes, policy remain flexible and opportunist, that it foster 
| to strengthen the hands of the Allies. That is also why 
or we must bend every effort, hoping that it is not too late, 
Obvi to strengthen their hands further. 
Pik Our foreign policy, as it relates to defense, is by no 
pat means concerned only with Europe and the Far East. 
ff. Fully as important is our policy with respect to other 
Pi countries of the Western Hemisphere. Thus far, the 
‘ — Americas have offered a satisfactorily unified front 
~_ against the threat or possibility of aggression. In these 
te times, however, aggression is not always open aggression. 
‘Fifth column” tactics have become shockingly familiar 
ae by now and there can be little doubt but that the 
; oe sroundwork for this sort of thing is even now being laid 
wef this hemisphere and possibly also in this country. 
Ae Domestically, this threat can be and probably is being 
vou handled by such agencies as the Secret Service, the Army 
sos Intelligence and the Federal Bureau of Investigation. 
3.000 However, should war seem any more imminent than it 
, does now, it would be no less than imperative that we 
ot, of take at once the steps Britain has taken so belatedly in 
bale dealing drastically with those comprising a_ possibly 
ain treacherous element. 
ean It is not certain, however, that all of the Latin Ameri- 
. has § M2 ations are as ready and able to handle this sort 
oe of thing as we are, and surely our foreign policy should 
pees require that our diplomats and other representatives 
as south of the Rio Grande keep in close touch with the 
ovens matter. The foreign populations of at least one or two 
vitish latin American countries are known to be sizable and 
whi only in recent weeks there have been reports of a Wide World ome 
moh f(ilrtable influx of “salesmen” and “tourists” ito tne a ettaa-et bea ot meen te a Sie 
. hae Mexico. Should Hitler win this war or should America cudnenay ead a. ore lavy's Sean cole” ‘Neen of Ue 


enter the war, it would be essential in the interests of structural details are closely guarded secrets. 


REET 
. JUNE 1, 1940 205 











GERMANY NETHERLANDS FRANCE ENGLAND 


firm but friendly relations with Latin America, that 
it recognize a prime threat to American interests stem- 
ming from western Europe and that it take full account 
of the precarious position of a two-ocean nation which, 
with only a one-ocean navy and no time to build an- 
other, faces the possibility that the balance of naval 
power may shortly be against it. 


Ill. What of Our Weapons? 


In the past six years more than seven billion dollars 
have been appropriated for the Army and Navy. Better 
than three billions have been scheduled for expenditure 
in the coming fiscal year and actual expenditures may 
be substantially above that amount. The funds spent 
thus far have not been spent as wisely and effectively 
as they might have been, but neither have they been 
squandered. 

In the comparatively recent past, the regular Army 
has been almost completely reorganized in dress, drill 
and equipment and, since June of last year, it has been 
mereased in size from 188,000 officers and men to 242,- 
000. It is still very, very inadequate. Together with 
the 235,000 men of the National Guard, it ranks nine- 
teenth among the armies of the world, having moved up 
from twentieth place with the elimination of the Dutch 
army. 

As regards equipment, the Army is considerably worse 
off than it is in man-power. It is doubtful if we could 
at the present time put more than 75,000 adequately 
equipped troops in the field. Among our most glaring 
deficiencies is anti-aircraft equipment. We have no 
90-mm. guns whatsoever and only fifteen 37-mm. guns 
against a total of 1,423 that the Army says it needs; 
we have about half the directors and height finders 
we need and less than a quarter of the sound locators. 
As@egards other types of equipment, we are no better 
off. We have only enough of the new semi-automatic 
Garand rifles to equip three war-strength divisions. We 
have just three 60-mm. mortars out of a required 3,756. 
In two out of five classifications of field artillery we 
draw a blank, and in the remaining classifications we 
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have 235 pieces against some 1.850 that are needed. 
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MILITARY EXPENDITURES OF LEADING POWERS 
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We have no heavy tanks at all and 
only a handful medium and light 
tanks (a single German armored di. 
vision has more than 400). These 
specific cases are entirely typical of 
the situation existing with regard ty 
other categories—special ordnance 
vehicles, railway artillery, ammuni- 
tion, signal corps equipment and sg 
on. 

In the past ten years our Nayy 
has been transformed from a strictly 
second rate affair to one of the 
world’s most formidable sea forces. 
In size it totals 369 vessels displae. 
ing 1,256,760 tons and having a total 
complement of 145,000 officers and 
men excluding the 26,000 of the Ma- 
rine Corps. It is still perhaps 15 per 
cent bigger than the Japanese navy 
which has been gaining rapidly in 
strength in relation to ours in recent years, and is about 
15 per cent smaller than the British navy. It remains 
a one-ocean force and there is not much we can do about 
that in the near future. What we can do, however, is to 
correct some of the deficiencies that exist in connection 
with the Navy’s shore establishment and operating bases. 

Inadequacies of the shore establishment show up most 
plainly in the excessive costs of ship construction, in the 
notorious slowness of the work and in errors of design 
such as the “top-heaviness” of some of our recently built 
destroyers. We are in serious need of more Atlantic 
bases. work seems to be behind-hand in the construction 
of two important new bases in the Alaskan area and, with 
our fleet currently stationed at Hawaii, a number of 
deficiencies have become apparent in the Pearl Harbor 
base. We are without Far Eastern bases but would 
probably be welcomed at Singapore. 

As anyone who has seen a newspaper lately is well 
aware, our greatest weakness is in the air. All told, there 
are now in service about 4,560 planes, some 2,800 com- 
prising the Army Air Force and the remainder operating 
with the Navy. Even these figures, however, are nota 
full measure of our aerial unpreparedness. Some 37) 
of the planes credited above to the Army are for the 
organized reserves and the National Guard. Of the 
Regular Army’s ships, only about 860 are of the combat 
type and but a fraction of these are not out-dated. We 
are nearly as far from an adequate air force in point of 
pilots to operate a larger number of planes and mechanics 
to service them as we are with respect to the planes 
themselves. 

At the present time this country probably does not 
have 8,500 military and civilian pilots fit for combat ser- 
vice. The C A A’’s civilian training program is a step 
in the right direction but it has barely gotten under 
way. Of the 10,000 student pilots enrolled only about 
800 have soloed thus far, and after these 800 have had 
about four times the number of hours in the air that 
it took them to reach the solo stage they will know 
merely the rudiments of flying; gunnery, bombing, ad- 
vanced navigation and the fine points of air strategy 
will still be a closed book to them and it will take at 
least another nine to twelve months to give them 4 
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satisfactory working knowledge of these 
matters. 

In short, our defenses as they now ex- 
jst and in the face of the world situation 
that prevails are such that the word in- 
adequate fails to describe them. As has 
been already noted, just what will ulti- 
mately be needed in the way of a bal- 
ance of weapons cannot be foretold, but 
this certainly need be no bar to imme- 
diate action. Almost no matter where 
we add to our strength in our land and 
air forces, it will subsequently be found 
to have been needed. And a point that 
cannot be stressed too often is that time 
is of the essence. 


lV. Men, Materials and Morale 


Far and away the foremost problem 
faced by the Administration and the gee 
country as a whole today is that of pide 
strengthening our defenses, but it will 
be a pity and perhaps a catastrophe if 
this is attempted without strengthening 
also the organization ef the top personnel and the top 
personnel itself that must carry this job out. 

As the set-up now exists, for example, there is no 
broad means of co-ordinating all aspects of the task 
save through the President. who is not superhuman. 
Sea and land defenses are still looked upon as more or 
less separate entities and air defense, split between 
the two, is a step-child. Yet it is all too evident, in 
view of the very high degree of co-ordination between 
all branches of the services that the efficient conduct 
of modern war requires, that this set set-up is outmoded. 
What is urgently needed is a Department of National 
Defense, superseding both the War and Navy Depart- 
ment and including, in addition to these, 
a full-blown Division of Air Defense, 
closely tied in with the others and vet 
having a being in itself. Also included 
or closely associated with the new De- 
partment should be something corre- 
sponding to the World War Industries 
Board which, working with the service 
divisions, would co-ordinate and handle 
the procurement activities of all three; 
it should be manned by the ablest in- 
dustrial experts we have. 

Such a move would constitute a Jong 
step toward eliminating the jealousies 
and friction that now exist between 
Army and Navy and between air and 
ground officers; it would also help in 
eliminating wasteful and confusing over- 
lapping of functions of the present War 
and Navy Departments. In transferring 
these Departments into divisions of a 
new National Defense Department, it 
would be desirable to streamline their 
present organizational set-ups with an 
eve to eliminating red tape. 

As to the more concrete aspects of 
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World Photo. 

A new wrinkle in mechanized units, this anti-aircraft tank-on-wheels can make 
127 miles an hour on concrete and 78 miles over rough terrain. 
aimed skyward, fires 37-mm. high explosive shells at a rate of 120 a minute. 


Wide World Photo. 









Its turret gun, 


defense addition, the program that has just gotten under 
way has as its goal the stepping up of trained personnel 
and the provision of more equipment so as to be able to 
place an initial force of 750,000 plus 250,000 trained re- 
serves, all completely equipped with the latest materiel. 
into the field of action within 90 days after declaration of 
war. As the armies of Europe go, this one will not be 
large but, for purposes of defense and barring the send- 
ing of an expeditionary force abroad, for which a longer 
period of preparation would obviously be required, it 
will probably be large enough. It is in keeping with 
our traditional idea of a small citizens’ army based 
on the premise that our first and principal line of 





Not content to take the Army's say-so in the matter, Senators Lundeen and 
Thomas and Representative Snyder test the relative merits of the new Garand 
semi-automatic rifie, the similar Johnson weapon and the Thompson sub-machine 


gun. Verdict: all excellent weapons. 
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defense is the Navy (and in the future, the Air Force). 

It should not be difficult to meet the additional 
personnel requirements of such a program though it 
is worth noting that even our existing Army gets 
too little training in really large-scale maneuvers and 
the use of up-to-date arms, and that full training 
of additional men will probably have to wait upon 
production of the materiel with which they are to 
be equipped. Many of these items cannot be turned 
out quickly and there are some of them which, due 
to an insufficient volume of educational orders here- 
tofore, our industry has practically no knowledge of 
how to produce. From a military standpoint, there are 
some rather serious bottlenecks in our industrial system— 
machine tools offer an example—which will have to be 
overcome if armament production is to be stepped up as 
rapidly as it should be. There are, moreover, certain 
strategic and critical materials—antimony, aluminum, 
asbestos, cork, chromium, manganese, iodine, manila fiber 
and some score of others—for which we are dependent 
on foreign sources of supply and of which we do not now 
have sufficient stocks on hand. Though it is estimated 
that the cost of adequate reserves of these materials would 
be about a billion dollars, only some ten millions have 
actually been appropriated for the purpose of acquiring 
them. 

Of the more than one billion dollars of additional de- 
fense appropriations recently requested by the President 
for the coming fiscal year, the $250,000,000 to be specific- 
ally earmarked for the Navy will be less than half the 
sum—$546,000,000—that is to go to the Army. Which is 
as it should be since the problem of strengthening the 
Navy, at least to the extent that that can be accom- 
plished within the reasonably near future, is scarcely 
a matter of appropriations. Since our available ship- 
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Wide World Photo. 


The caissons go rolling along on balloon tires in modern warfare. 
piece is being towed to a field position in the Army's recent war games in the South. 
The Army has only three others like it, figures it needs 92 more. 


yards are already full to overflowing, the naval program 
can be speeded only through the construction of addi- 
tional yards, which would have little effect for several 
years, or through the more efficient use of present yards 
and prompt alteration of certain of our vessels in the 
light of what has recently been learned of the efficacy 
of aircraft against naval units. 

It is with respect to airpower that our greatest need 
exists and our greatest efforts are to be put forth. The 
President has fixed as a goal, not soon to be attained, 
however, a force of 50,000 planes. A much more impor- 
tant goal, as the President stressed, is the capacity to 
turn out that many planes annually. In his address to 
Congress, Mr. Roosevelt noted that “During the past 
year American production capacity for war planes, in- 
cluding engines, has risen from approximately 6,000 
planes a year to more than double that number [present 
capacity of Germany is about 30,000 to 40,000 annually], 
due in greater part to the placing of foreign orders here, 
Our immediate problem is to superimpose on this pro- 
duction capacity a greatly increasing additional capacity, 
I should like to see this nation geared up to the ability 
to turn out at least 50,000 planes a year.” The Presi- 
dent was also at pains to ask Congress “not to take any 
action which would in any way hamper or delay the 
delivery of American-made planes to foreign nations 
which have ordered them or seek to purchase more 
planes. That, from the point of view of our own na- 
tional defense, would be extremely shortsighted.” 

Leaders of the aircraft industry are virtually unani- 
mous to the effect that the production goal set by the 
President can be obtained in the reasonably near 
future—say, about two years hence or even less. Tools 
and machinery will be a problem and there is no over- 
abundance of skilled labor of the sort required. Much 
will depend also on the manner 
in which plant expansion is car- 
ried out. The Government 
favors the construction of new 
capacity between the Alleghen- 
ies and the Rockies where it 
would be less vulnerable to at- 
tack in time of war; it is under- 
stood to have plans already at 
hand for a series of such plants, 
each of which would turn out 
100 planes monthly, and is re- 
ported prepared to spend about 
$300,000,000 on the project. In 
the industry, however, it is 
pointed out that the most rapid 
expansion could probably be 
achieved through additions to 
present plants. California has 
in recent years been becoming 
the center of the aircraft indus- 
try (though the industry as.a 
whole is still pretty much de- 
centralized) and Consolidated 
Aircraft recently expanded the 
assembly floor space of its San 
Diego plant by the quick and 
simple process of paving its 

(Please turn to page 252) 
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James Sawders from Cushing 
The Danube at Budapest—major 


river artery for German trade. 


Why Germany Has to Win 
a Quick Victory or Lose the War 


= motives which induced Hitler 
to gamble all in an effort to win the 
war this summer are quite plain. 
They are military, political and 
economic. On the military side, Nazi strength, relative 
to that of the Allies, was at its peak; delay would give 
the Allies time to arm further and might possibly bring 
the United States in after the election. On the political 
side, the war is not popular with the German people and 
Hitler dreads putting them through another hard winter. 
On the economic side, reserve strength is not great 
enough for a long war. It is with the German economic 
situation that this article concerns itself, the other con- 
siderations needing no further exploration. 

At present it can be said that the Nazis have succeeded 
in bringing the German economy to the level of maxi- 
mum production and in keeping it there for over a full 
year prior to the outbreak of the war. No capital or 
labor reserves were left unutilized, and labor saving 
machinery and employment of women in industry 
were reintroduced. By the Spring of 1939 the output of 


——. 
* a . * . e * oe . . 
The author of this illuminating article is specialist in foreign eco- 
nomic research for a very large American corporation. For personal 
and business reasons his real name is not used. 
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capital goods (principally arma- 
ments) was about 50 per cent higher 
than in 1929, absorbing over one- 
third of the entire productive capac- 
ity. Early in the war, Greater Germany probably ex- 
ceeded in industrial capacity and skilled labor force the 
British and French Empires combined. 

Through the record use of fertilizer and by mechani- 
zation, the Nazis have also whipped up the German 
agricultural production to new high levels and suc- 
ceeded in accumulating record supplies of bread grains, 
said to be large enough to offset a season or two of pos- 
sibly poor crops. 

Up to the Spring of 1938 the cost of creating the 
powerful war machine, unquestionably superior in in- 
dustrial facilities and efficiency to the Kaiser’s machine 
of 1914, was borne by the German people through cur- 
tailment of civilian consumption (by means of taxation, 
“freezing” of wages and rationing) leadjag to a pro- 
gressive lowering of the standard of living’of all classes 
of the population. Taxes advanced even above the 
World War level, and forced subscriptions to Govern- 
ment securities offerings were introduced. The German 
public debt, which had been increasing at the rate of 
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about Rm 1,000,000,000 a month during 1937-1939, is 
reported to have practically doubled the rate of increase 
since the outbreak of war. 

By the end of 1937, it became obvious that the Ger- 
man economy had divorced itself almost completely 
from the world economy, and that it would be unable to 
count on imports as a means of expanding its volume 
of production. Foreign exchange reserves became de- 
pleted, the country had no credit abroad, and at the 
same time the bargaining power of German exports began 
to decline as a result of the rise of commodity prices 
and the spreading boycott against German goods abroad, 
combined with the mounting production costs at home. 

However, two ways were still open for the Nazi mili- 
tary machine to increase national income, or rather the 
State’s share of the income: (1) through the conquest 
of new external sources of capital, labor and raw ma- 
terials and (2) through a further restriction of civilian 
consumption. Very few of Germany’s neighbors fitted 
into the Nazi war economy, the first two victims, Aus- 
tria and Czechoslovakia, actually increasing the depend- 
ence upon foreign raw materials and foodstuffs rather 
than diminishing it. Nevertheless, the conquests in 
1938 and early in 1939 increased the German industrial 
capacity by about 15 per cent and the German labor 
force by about 5,000,000 workers to 26,000,000, and 
brought in some foreign exchange and large stocks of 
war materials (copper and gasoline) which the Czechs 
had accumulated in preparation for war. 

The employment of idle Austrians, Sudetens and 
Czechs and the recruiting of Italians and Poles relieved 
somewhat the shortage of labor, particularly in agricul- 
ture, which had lost some 800,000 workers to industries 
in the course of several years. 

However, the strain on bituminous and brown coal 
(lignite) resources has remained unrelieved. Coal, 
which outside of potash and zinc, is one of the few 
minerals of which Germany has a surplus, serves not 
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German steel mills are pushed to capacity but could not support a long war. 
section of the Hugo Stinnes works at Mulheim in the Ruhr. 
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only as the main source of energy for transportation and 
heat but also as the raw material for a vast number of 
by-products and synthetic materials around which a 
good deal of Germany’s self-sufficiency has been built up, 
Coal is also being “wasted” in fuller utilization of na- 
tional resources. The Goering Works, now the third 
largest German industrial company, is said to require 
for smelting its low grade iron ore from Central Germany 
at least twice the usual quantity of coke. Despite 
greater mechanization and a larger mining force, the 
strain on coal resources in the months preceding the war 
was so great that, were it not for the acquisition of rich 
Polish deposits, the Reich would have experienced acute 
shortage of this basic mineral. 


Not Self-Sufficient 


Despite the tremendous efforts and sacrifices, the Nazi 
economy has really never become completely self-suf- 
ficient, although it may have become less vulnerable than 
it was in 1914. As to the degree of self-sufficiency, the 
majority of neutral observers agree that it is not more 
than 70 per cent in industrial raw materials, and 80 to 
85 per cent in foodstuffs—in the case of the latter, partly 
as a result of lower consumption of bread grains. More- 
over, from the point of view of mechanized warfare, the 
country is deficient in such indispensable raw materials 
as tungsten, copper, nickel, rubber and other strategic 
raw materials and—above all—petroleum and iron ore. 

Greater Germany’s annual requirements of petroleum 
and its derivatives based on the 1938 needs have been 
calculated by reliable sources at about 8,000,000 tons. 
Of this quantity Germany is estimated to have supplied 
from her own wells and through the hydrogenation of 
coal about 3,250,000 tons, while about 3,500,000 tons had 
to be imported from overseas and about 1,250,000 tons 
from Russia, Poland and Roumania. As a result of 
limited military warfare and of severe restrictions of all 

private use of petroleum prod- 
ucts, the German petroleum re- 
quirements are estimated to 
have dropped since the war 
started to about two-thirds of 
peace time consumption, or to 
about 5,500,000 tons, of which 
up to 4,000,000 tons can now be 
supplied from Poland, Estonia 
and expanding domestic output. 
Some 1,500,000 tons have been 
contracted to be delivered by 
the Roumanian Government 
and an undisclosed amount up 
to 1,000,000 tons is expected 
from the Soviet Union. 

If this calculation is basically 
correct, Germany has probably 
had no need to draw on her 
petroleum reserves, placed at 
about 5,000,000 tons, except dur- 
ing the Polish and Norwegian 
campaigns. In fact, she prob- 
ably has been able to build up 

ae some reserves in the last few 
This isa onths. However, with the 
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warfare now on 1917-18 propor- 
tions, When Germany was sup- 
posed to have used between 12,- 
000,000 and 20,000,000 tons of 
petroleum a year, the present 
reserves would probably be ex- 
hausted within half a year and 
the Reich might be forced to 
capitulate for this reason alone 
unless victory is won this sum- 
mer. 

The danger of collapse of the 
German economy as a conse- 
quence of lack of steel is less 
acute. In 1938, when the Reich 
produced about 24,000,000 tons 
of steel, the ore requirements 
amounted to about 34,000,000 
tons, of which about 13,000,000 
tons came from domestic mines, 
10,000,000 tons were imported 
from Sweden and Norway, and 
about 2,000,000 tons from Po- 
land, Slovakia and the Balkans. 
The remaining 9,000,000 tons 
came from France, Spain, North 
Africa and Newfoundland, but 
these imports have been com- 
pletely cut off by the blockade. 
The chances are that a part of these will be replaced by 
increased imports from Sweden, whose total output in 
1938 was about 13,500,000 tons (more than half was 
exported through Narvik) and also indirectly by sub- 
stituting glass and wood, further restricting private use 
of iron and steel and by the recently captured Belgian, 
Luxemburg and Dutch supplies. Complete prohibition 
of passenger car manufacturing (except for export) is 
one such indication of the trend. Thus Germany will 
probably manage for some time on her present iron and 
steel supplies. 

As regards other strategic minerals, the situation can 
be relieved temporarily by drawing on the reserves at 
home and in conquered countries, by the development 
of substitutes and by the restriction of private consump- 
tion. Output of aluminum is estimated to have ex- 
panded to 185,000 tons in 1939, but will hardly be suf- 
ficient, together with some 100,000 tons of copper pro- 
duced at home and in the Balkans, to replace the 475,000 
tons of copper consumed in 1938. Manganese ore, which 
Germany imported chiefly from India and South Africa, 
can probably be supplied in adequate amounts from 
Soviet Russia. Almost half of the German rubber con- 
sumption of about 120,000 tons is being now supplied 
by the synthetic “buna.” 

Despite the encouragement given to the domestic pro- 
duction of synthetic fibers (rayon and staple fiber), to 
the utilization of regenerated material (cotton and wood 
shoddy) and the agricultural production (flax, hemp 
and wool), only 32 per cent of the German requirements 
of textile raw materials were produced at home in 1938 
and it is less now. The blockade has eliminated prac- 
tically all but a small percentage of cotton imports from 
Russia and wool from the Balkans. Use of cotton for 
house furnishings and women’s clothing is banned. 
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Nazi coal mines from the Saar to Poland are feverishiy busy. This mineral, shown here 
in exit from a Saar mine, is one of the few with which Germany is adequately supplied. 


Germany is normally nearly self-sufficient in potatoes, 
sugar, coarse vegetables, rye and wheat, and, with the 
help of the Scandinavian and Balkan countries, also in 
meat and dairy products. Increase in production of 
wheat and rye was made at the expense of fodder re- 
quirements, about 25 per cent of which have to be im- 
ported from overseas, chiefly in the form of protein con- 
centrates, such as cottonseed. The blockade has cut 
across most of these imports, creating an important gap 
in protein concentrates, which in time will affect the 
level of milk production and the condition of  live- 
stock, and in oil and fat supplies needed for the manu- 
facture of margerine, soap, paints and other industrial 
products. 

Despite the costly efforts at self-sufficiency and the 
fullest exploitation of national resources, the German 
war economy is apparently in no condition to wage a full 
scale totalitarian war for any great length of time. How 
long she can carry on such a struggle depends upon sev- 
eral imponderables, such as the extent to which the Ger- 
man civilians will be willing to tighten their belts for the 
promise of the larger share of worldly goods, the effec- 
tiveness of the blockade, the scale of war operations, and 
the size of German reserves of raw materials and food- 
stuffs. 

The size of reserves is, of course, a military secret. 
While they are undoubtedly large enough for a thrust 
against the Allies, such as we are witnessing as this is 
written, they are being rapidly reduced, particularly tex- 
tile raw materials and certain foodstuffs, such as coffee 
and cocoa, consumption of which is already blocked. 
Reserves of petroleum, estimated at about 5,000,000 
tons, are large enough for several months of intense war- 
fare and the situation is similar as regards reserves of 
copper. Shortage is said to (Please turn to page 251) 
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ng. in. Washington 


Republican Strategy 


By E. 


| ae amazingly fast German thrust in western Europe 
has put the Republican party on the spot. Despite wide 
differences of attitude among Republican presidential 
candidates as to our foreign policy—with Willkie’s stand 
as far from Dewey’s as Roosevelt’s is from isolationist 
Vandenberg’s—the G. O. P. has managed to get itself 
tagged as the party which failed to foresee that German 
aggression involved a real threat to our national se- 
curity, while Roosevelt saw it clearly and _ insistently 
warned the country about it. 

In short, most Republican politicians misjudged the 
world situation. The immediate result has been a sharp 
reaction in their political fortunes and a corresponding 
gain for Roosevelt and the Democratic Party. It is true 
that Mr. Roosevelt also misjudged the situation, but in 
lesser degree. He did not dream that the Allied position 
was as weak as events have shown it to be, nor that the 
specter of Hitler as a potential threat to this hemisphere 
would so quickly force itself upon our attention. 

Both the President and his Republican opponents im- 
mediately recognized that the inadequacies of our armed 
forces—especially in the all important air arm—consti- 
tuted a New Deal political liability. Grabbing the op- 
portunity, the Republicans pointed out that Roosevelt 
had spent $7,000,000,000 on national defense and had got 
much too little for it. Action, however, is always more 
effective than debate. The President’s prompt call for 
a vast armament program, as well as his gestures for a 
moratorium on partisan politics, not only squared with 
the obvious public interest but co-incidently gave his 
own political stock another boost. 

The American people are more interested in the speed 
and effectiveness of our armament program from here on 
than in the New Deal’s past boondoggling with national 
defense. Forced to recognize this, the Republicans are 
proceeding with caution. They will give unstinted sup- 
port to the armament effort. For the present they will 
soft-pedal criticism of the inadequate results obtained 
from past armament expenditures because over-playing 
this theme could well boomerang. They are quite willing 
for leading Republicans—Landon, Knox, Hoover and 
others—to be brought into informal consultation and co- 
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operation with the President on problems of national 
defense and foreign policy (which is all they think the 
practical realities of the situation call for) but they are 
unalterably opposed to any formal New Deal-Republican 
coalition. They contend that the armament program 
can be speeded up and vital decisions on foreign policy 
can be made just as well without formal coalition as 
with it. They argue that maintenance of our two-party 
system is even more in the national interest in time of 
crisis than normally and that criticism of methods 
serves the valid function of keeping the majority party 
on its toes. 

It seems as certain as anything can be in this most 
uncertain world that there will be a political campaign 
and a hard fought election. Beyond these generalities 
the Republican campaign strategy is as yet almost en- 
tirely unformulated. Fast changing war developments 
have upset all previous political calculations and may 
continue to do so. All prognostications are surrounded 
with so many ifs that they amount only to guesses. The 
only agreement is that world events will have profound 
influence of U. S. foreign policy and domestic politics, 
and that political planning, like all other planning, can 
only take the form of being prepared for almost anything 
to happen. 

If by a miracle the Allies manage to make a stand or 
push the Germans back, with the war settling into a stale- 
mate, there would be a lessening of tension in public 
opinion here, less fear of the risk of “changing horse in 
the middle of the stream” and a corresponding enhance- 


ment in the Republicans’ political prospect. Further 
Allied reverses would have the opposite effect. Should 
Hitler win a complete victory in the near future—before 





American public opinion is ready to accept an outright 
declaration of war on Germany—the political effects are 
beyond guess. 

Under any condition excepting a war stalemate or a 
quick Allied victory, the preoccupation of American 
public opinion—as regards domestic problems—will cen- 
ter in overwhelming degree on our armament drive. The 
man does not live who could produce weapons of defense 
as rapidly as our people would like to see them produced. 
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In taking the major responsibility for this program the 
President necessarily and inevitably will lay himself 
open to criticism as regards practical results. His posi- 
tion may become politically vulnerable in the same gen- 
eral way that Chamberlain’s did in Great Britain, 
whether in different degree or not—vulnerable in point 
of armament mcthods and results, rather than objectives 
on which the country is agreed. 

In any event, if foreign policy continues virtually to 
monopolize the attention of the voting public from now 
right up to the election any Republican candidate will 
have a hard time making headway by sounding off 
chiefly on domestic issues which seemed important be- 
fore the war but which have been relegated to the back- 
ground now. Under such circumstances the Republicans 
would have to convince the public that the Govern- 
ment’s armament program was proceeding with inex- 
cusable slowness and inefficiency—and that they could 
do a better and faster job than the Democrats. Time 
seems to be against the G. O. P. The enlarged arma- 
ment program has barely started. The election is only 
some six months away. Although the drive will no doubt 
be open to valid criticism for slowness, it is improbable 
that this issue could turn the election. It could do so if 
the election were a year or eighteen months away—but 
Mr. Roosevelt, if he accepts the renomination that is 
now generally expected, will have a plausible defense: 


“Nobody could do this job better in the limited time 
that we have had.” 

Meanwhile the Republican nomination picture has 
been drastically changed by the new war situation. The 
need is seen for a candidate who is moderately liberal, 
practically hard-headed, proved as an able executive, 
experienced in national political affairs and well versed 
in foreign affairs. For this reason Dewey’s stock is going 
down rapidly, as Republican politicians and backroom 
steerers feel that his popular support will slough off as 
world chaos increases. In this crisis he just hasn’t got 
the vote getting appeal that he had a few months ago— 
and neither for that matter have such other contenders 
as Taft and Vandenberg. Dewey will get very few addi- 
tional delegates and many who are nominally pledged 
to win are ready to desert even before the first ballot. 

Taft, despite relatively modest public following, has 
gained some strength in terms of convention delegates, 
having assiduously cultivated local politicians and hav- 
ing made an excellent impression among them, as well as 
among newspaper men. Nevertheless the chance of a 
dark-horse nomination—even Tycoon Willkie—has 
greatly increased. 

If the election were held tomorrow, it would be Roose- 
velt in a walk-away. Perhaps it will be so in November 
—but any six-month prediction in this cockeyed world is 
not worth the paper it is written on. 





CAPITOL 


Defense program of Roosevelt is analyzed here as 
about one-third for actual rearmament; one-third for 
political purposes to distract attention from New Deal 
short-comings; and one-third to hasten arms to the 
Allies. There is agreement we need 
more arms and will get them, though 
not at the rate superficially assumed. 
Program is genuine, all right, but it 


has other purposes, too. Political 
aspects were quickly recognized, 


such as in shaking Mid-West from 
much of its isolationism. Not so 
obvious is purpose to use defense 
plans to aid England and France im- 
mediately. Behind scenes Roose- 
velt is trying desperately to cut red 
tape and negotiate quick sale of our 
meagre military planes and war 
equipment, using plea that we will 
soon be in production of more mod- 
ern weapons. 


Defense financing methods are 
being ignored. Excuse is speed, real 
reason is fear of new taxes before 
election debt limit will have to be 
raised, though possibly not till next 
winter. Instead of a blanket increase Congress may 
compromise by jumping a billion or two at a time “for 
national defense expenditure,” but the effect is the same. 
Next year big increase in all taxes, although there will 
be but little said on the matter until January. 
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His political stock is falling fast 


BRIEFS 


Congress adjournment will not be long delayed by 
defense program as members want to quit and adminis- 
tration wants Congress out of Washington as quickly as 
possible. 


One result will be shelving of much contro- 
versial legislation which administra- 
tion opposed. Roosevelt has prom- 
ised to call an extra session if any- 
thing happens, and all legislation 
would retain its present status until 
next January. 


50,000 airplanes is more a slogan 
than an_ objective. Experts 
say that without an extraordinary 
pian it will take 3 or 4 years of our 
best effort to build up such a fleet 
and a couple more to get 50,000 
annual capacity. Bottlenecks are 
motors, instruments, pilots and me- 
chanics. Plane builders called to 
hurried Washington conference dis- 
covered administration has no plans 
for speeding production beyond ask- 
ing “cooperation” of producers in 
filling orders promptly. 





Defense planning is not in evi- 
dence. Beyond feverish secret activity in military and 
procurement units there appears to be no coordinating 
body capable of getting maximum efficiency. Industrial 
mobilization plan and Stettinius report gather dust and 
no alternatives are advanced. 









New Customers 


Changing Demands 


Foreign Trade in Grip of War 


By JOHN LLOYD 


Aw attempt to grasp the developing trends in this 
country’s foreign trade today is discouraged by the 
speed with which our customers and suppliers are chang- 
ing. Every month brings a new complication to throw 
into the discard some of the previously accepted lines 
of advance and retreat forming in the world’s economic 
warfare. But the importance of this subject is growing 
faster than its difficulty. The United States, like it or 
not, is dependent as it has not been.in decades on its 
sales and purchases abroad. 

The dependence is growing in two ways. As one after 
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Looking down on the Weehawken terminal of the N. Y. Central 
R. R. where freight gathers for export. 
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another of our regular customers are cut off, ceasing 
their purchases of farm products, automobiles and peace- 
time manufactured goods, the few that remain become 
more important. The increases in their normal and ab- 
normal purchases have so far more than balanced the 
losses—but the internal distortions caused by the switch 
in trade are aggravated. Unfortunately, it is not easy 
to take a man who has been raising tobacco all his life 
and put him to work making machine tools. He may 
understand perfectly why the need for tools has  sud- 
denly grown and that for tobacco diminished, but there 
is little he can do about it. 

That is one of the critical points of the foreign trade 
situation. The other is on the import side. This coun- 
try, though well protected against shortages of most raw 
materials, is dependent for its supplies of certain com- 
modities on parts of the world far from its control. Rub- 
ber and tin are the outstanding examples, but the list 
could be extended from antimony through quinine to 
tungsten. Much has been said about building up re- 
serves of these strategic materials, and as a matter of 
fact the flow of the more important of them into the 
country has been stepped up. The problem remains, 
however, one that might develop into a catastrophe if 
Germany or other nations with the same objectives 
should gain the power to roam through the world. 

The events of the past few weeks have already shown 
how quickly established trade routes can be abolished. 
The accompanying table lists a few of them, omitting 
the smaller Baltic states and the Balkans. It might very 
possibly include Russia from recent indications, unless 
that country makes some arrangement to overcome the 
effects of the blockade and the shipping stringency. From 
a rate of $10,000,000 monthly early in the year, Russian 
purchases slipped to $8,700,000 in March and $6,100,000 
in April, with the May figure undoubtedly lower and 
the decline continuing. 

Among the hardest blows are not the loss of Russian 
trade, but that of countries like Belgium and the Nether- 
lands which have been in the habit of taking substantial 
quantities of our agricultural products as well as auto- 
mobiles and other manufactures. Last year we shipped 
to the Netherlands 136,000 bales of cotton, 8 million bush- 
els of wheat, as well as a similar quantity of rice. 6 million 
bushels of corn, 27 million pounds of tobacco, a million 
bushels of apples. 315.000 boxes of oranges, 45 million 
pounds of dried and evaporated fruit, and 170,000 tons 
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of soy beans. Adding $55,000,000 in semi-finished and 
fully finished manufactures, total exports to Holland 
came to $96,000,000 or about three per cent of the world 
total. Imports were smaller and not of great importance, 
amounting to $29,000,000 or 1.2 per cent of total imports. 

Belgian purchases of agricultural products in this 
country are also normally large, last year’s figures show- 
ing 157,000 bales of cotton, 13 million bushels of wheat, 
10 million pounds of tobacco, 20 million pounds of dried 
fruit, 423,000 bushels of apples, 200.000 boxes of oranges, 
101,000 tons of linseed cake and 8 million pounds of lard. 
Diamonds have been among our largest imports from 
Belgium, with textiles and textile fibres, tin and cobalt, 
radium and uranium salts also bulking fairly large. Of 
total exports of $64,500,000 manufactures, finished and 
semi-finished excluding foodstuffs amounted to $36,000,- 
000, while imports came to $63,000,000. 

There is doubt in the case of Belgium and Holland as 
in Switzerland or Italy how much of recent shipments 
have eventually been handed along to Germany. Pos- 
sibly a substantial part of the exports to several of the 
countries listed should have been credited to the Nazis 
over the last few months. However, the net effect of 
cutting off the trade with these countries is the same 
whether or not they were actually consuming all the 
goods purchased. And the effect is already partly visible 
in the returns for April as compared to even the preced- 
ing month. Complete loss of these markets would be a 
serious blow under any circumstances. 

The latest figures on our total exports—those for 
April—show declines from the previous month of 30 per 
cent in vegetable food products and beverages, almost 
50 per cent in wheat and a much larger proportion in 
canned vegetables, both very small already. They show 
tobacco exports less than half those in March, raw cotton 
and textile fibers and manufactures declining, auto- 
mobiles and parts only $19,500,000 as compared with 
$29,000,000. Yet the total for the month was only 8 per 
cent below that in March. 

Surprisingly enough, the well publicized sales of air- 
craft to the Allies have had little to do so far this year 
with maintaining exports at a phenomenally high rate. 
Most of the orders require months before they can be 
shipped, and actual exports made their peak late last 
year. The trend is now beginning to turn upward again, 
with April shipments of aircraft, engines and accessories 
valued at $21,667,000 against $20,736,000 in March. 

This single category, however, represents consider- 
ably more in potential exports than the trade lost by the 
invasion of the Low Countries, the shutting off of Scan- 
dinavia, and the possible disruption of commerce with 
Italy and Switzerland. In dollars, at least, if not in 
type of consumption, the war is doing more good than 
harm. 

Buying heavily of aircraft and machinery including 
tools, the Allies have been able to offset part of the losses 
registered in European neutral sections as well as in 
South America last month. This trend is due for deci- 
sive acceleration as time goes on and the orders recently 
placed by the Allies pass through production stages. 
The British and French purchasing board has announced 
that orders for more than one billion dollars in war 
equipment have already been placed, with $725,000,000 
going for planes and engines, $200,000,000 for machine 
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tools and munitions, and $150,000,000 for electrical 
equipment and miscellaneous items. The Allies want to 
buy immediately another $600,000,000 worth of aircraft, 
but here they run into difficulty so far as prompt ship- 
ments are concerned. In most cases, the placing of any 
such orders at present would be a mere formality, since 
deliveries could not be promised for as much as a year 
and a half ahead. 

There are, however, many lines in which the Allies can 
and will place orders that will act immediately to 
heighten industrial activity in this country. For exam- 
ple, the French, British and Belgian colonies contain as 
much copper as the combined fighting nations are likely 
to need. Because our domestic prices are above world 
levels and protected by an excise tax, the probability 
that American copper will be in demand abroad is slim. 
But for the sake of speed in war industries, the Allies 
are very likely to prove big customers for the fabricated 
copper and brass products which this country can sup- 
ply in quantity. In the case of petroleum also, the crude 
material can be obtained elsewhere, but American refin- 
eries may play an important part in supplying the need 
for gasoline and lubricating oils. All of which is on the 
favorable side, since it tends to increase employment 
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and profits here more than would the export of raw 
materials as such. 

It is becoming apparent that the specialized nature of 
export demands not only causes distortions in the Amer- 
ican economy, but also acts to prevent the rapid expan- 
sion of foreign trade which would otherwise take place. 
Between this factor and the loss of important European 
markets, the gains in total figures are likely to be con- 
fined short of the spectacular for some time at least. If 
the United States defense program should put additional 
demands on key industries such as aircraft and machine 
tools, it is conceivable that many of the goods Europe 
is willing and anxious to buy immediately might be im- 
possible to export in increased quantities. 

Present circumstances, however, indicate that this 
country’s defense program is to be pointed at a specific 
danger. If Germany is the threat against which we 
are to defend ourselves, it would seem shortsighted to 
deprive her enemies of the arms they need and will use 
without delay, even for the sake of greater continental 
security. By helping the Allies with aircraft and muni- 
tions, the United States builds up her own productive 
capacity and gains time for further preparations. And 
not least important among the considerations which 
impel us toward liberal shipments of war tools to the 
Allies is the fact that without these exports domestic 
industry would face a rapid shrinkage of its sales abroad. 

Barring interference of this kind with the export flow, 
the general setting remains favorable except for certain 
other major contingencies. One of these, of course, is 
a Hitler victory. At the end of the last war the United 
States supplied all sorts of materials for the rebuilding 
of Europe. Regardless of which side triumphs in this 
one, it is doubtful if reconstruction will take place on 
the same scale or with the same effects on American in- 
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dustries. Particularly if Hitler should win. the problen 
of how to pay for imports from a country like the United 
States would be difficult. Presumably he could get his 


hands on a certain amount of loot from the defeate f 
nations, but it would be limited in quantity and th 


chances of its being spent here are poor. 


People in Belgium and France and England and Hol. 
land would still have to eat and make a living under, 
Hitler regime. As soon as was physically possible, Ger. } 


many and England would be forced to intensify their 
competition with the United States in world markets 


In South America, for example, the relief from competi. — 


tion which has favored this country’s exporters since the 
early stages of the war would end. Germany is now 
blockaded from South American markets and England js 
forced to divert to war purposes more and more of her 
capacity normally devoted to the export trade. Badly 
as she needs foreign exchange at the present moment, 
the pressure of an all-or-nothing attack facing her js 
forcing her out of export markets. 

All this would change with a German victory. In that 
case the pressure would very soon be to flood every mar- 
ket in the world with European products, made under 
German methods of efficiency and probably under con- 
ditions with which the American living standard could 
not compete. Barter with the raw material producers of 
the world would leave us shut out of our agricultural 





Lost and Threatened Markets 
(Exports in Millions of dollars) 


First % of 

Quarter U.S. 
1940 Totals March April 
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ee Re Cs ry eae 27.2 2.6 9.6 8.6 
| Se Nae a, ee re 136.5 12.8 44.6 24.6 
Annual rate............. 546.0 535.2 295.2 





markets and excluded from those which ordinarily buy 
American manufactures. 

It is diffcult to avoid the conclusion that a German 
victory would also bring to a head the problem of strate- 
gic materials, already mentioned as serious in its poten- 
tialities. If Germany should be unable to grab the 
Netherlands Indies and the Malayan producing regions, 
there would be others eager to filch a share of the spoils. 
Even if supplies of rubber and tin continued to reach the 
United States, it would be on the seller’s terms, and would 
leave us subject to blackmail at any time. The War De- 
partment and the Department of Commerce have dis- 
cussed rubber substitutes with several leading American 
companies. Standard Oil of New Jersey is ready to turn 
out Buna, the German synthetic rubber, in quantity 
within the near future. Dow Chemical has Triakol and 
du Pont has Neoprene, while several of the rubber com- 
panies have substitutes that would perform certaim 


THE MAGAZINE OF WALL STREET 








fun 
adi 
the 
sm: 
neé 
tra 
oul 
bel 
bul 
cos 
fid: 
aft 
agi 
rul 
ma 
hai 
sor 
firs 


als 


of 

igr 
th 
int 
jin 


ers 
be 
ex) 
tol 
we 


an 
10 
cre 
no 


Fr 
tic 
Er 
in 
th 


he 





roblen 
United 


get his 


efeated 
nd the 


id. Hol. § 


inder a 


e, Ger. F 


y thei 
arkets, 
ym peti- 
1ce the 
IS now 
land is 
of her 
Badly 
oment, 
her is 


n that 
y mar- 
under 
Tr con- 
could 
ers of 
tural 


\pril 


2.4 
4.6 
4.1 
3.6 
8.6 


4.6 
5.2 


buy 


rman 
rate- 
oten- 

the 
i0ns, 
roils. 
1 the 
ould 


dis- 
‘ican 
turn 
tity 
and 


om- 
tain 











functions of the natural product 
admirably. Added all together, 
these sources along with the 
small production possible in the 
near future from South and Cen- 
tral America would not make 
our position comfortable if rub- 
ber imports were to be stopped, 
but at the expense of higher 
costs the Government feels con- 
fident we could muddle through 
after the first year. Provision 
against the early effects of a 
rubber shortage can only be 
made by building up supplies on 
hand. The situation in tin is 
somewhat the same — after the 
first squeeze, substitute materi- 
als and processes could be found. 

The unfortunate consequences 
of a German victory can not be 
ignored. No more, however, can 
the effects of a continued and 
intensifying struggle along the 
lines as at present drawn. Many 
of our most important custom- 
ers are involved and others may 
be shortly. For a time, at least, 
exports such as wheat and cot- 
ton will suffer. A year ago, for example, wheat exports 
were running close to 2,000,000 bushels a week. Early 
this May the rate had fallen to 300,000 bushels weekly, 
and even that rate has since been cut to not much above 
100,000 bushels. Cotton has been favored by some in- 
creased shipments in the early part of the year, but is 
now down and continuing lower. 





Triangle Photo 
Scrap iron is a vital material of war, but urgency today makes steel more important. 


France Distracted 


At the same time, the spread of fighting actually to 
French soil has interfered with that country’s produc- 
tion of woolen materials and coal, among other items. 
England is likely to increase her coal shipments to France 
in order to keep French industry from bogging down; and 
there will be less available for export to South America. 
As an indirect consequence, Canada is in a fair way to 
become an important consumer of American coal, along 





Prominent Gains in Exports 
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with South American users formerly supplied by Europe. 
Manufactured items of all types will feel the pinch caused 
by British mobilization of all wealth, labor and produc- 
tive facilities. Provided the war strain continues to in- 
crease, Great Britain will take over more and more indi- 
vidual factories capable of contributing to defense needs. 
Opportunities in markets formerly supplied by England 
as well as other European nations are bound to grow in 
such circumstances. 

Even war-torn China is a case in point. In the first 
six months of the European war British, French and 
German exports to China are estimated to have declined 
by 45 per cent, while our own exports to that country 
were at more than double their former rate. Germany is 
blockaded: England and France are desperately busy 
in other affairs; Japan was in a position to dominate the 
supply situation, but found herself unable to step up 
output and exhausted by the demands of war on her 
own industries. 

Without the direct purchases of the Allies, gains 
among other neutral markets would fail decisively to 
offset the losses caused by the spread of war. These 
purchases, however, are now reaching this country in a 
steady flow, and broadening out, as shown by the recent 
rush in steel buying, estimated to have accounted for 
500,000 to 1,000,000 tons for early delivery. There is 
all but formal assurance that so long as the war con- 
tinues along the lines of today, without complete vic- 
tory for either side, Allied purchases will be a vital factor 
in the trend of industry in this country. At the same 
time, there is no doubt that this trade will aggravate the 
strains already inevitable between one section of the 
economy and another as all normal channels are tem- 
porarily deserted. 








Radio’s Future Brightens 


Large Commercial Possibilities in 


New Engineering Developments 


BY JESSE J. HIPPLE 


m 
i year 1939 was a banner one for the radio industry. 
Not only were receiving set sales high and air-time sales 
at record levels but the industry announced three dis- 
tinct new applications of the art. International Business 
Machines’ announcement of the radio typewriter, which 
would operate somewhat in the manner of the teletype, 
and Finch’s facsimile machine, which is able to broad- 
cast and receive printed matter in the manner of the 
news-ticker and in addition can also 
transmit pictures in a manner im- Ty 
possible for the news-ticker to dupli- 
cate, were exciting enough in them- 
selves but they lacked the romance 
and public appeal of the newly re- 
leased system of broadcasting known 
as frequency modulation. 

Frequency modulation finds its 
greatest appeal to the public imag- 
ination in the claims that it will 
eliminate all “static”—either natural 
or man-made—and as a result is 
supposed to reproduce studio pro- 
grams with a clarity and _ fidelity 
never before heard outside of the 
laboratory. A number of test sets 
are now in use in various areas and 
those who have heard them in opera- 
tion almost unanimously support 
the claims that are made for the 
newest system. 

Frequency modulation reproduces 
sound by varying the frequency of 
the broadcasting or carrier wave 
and therefore the intensity of the 
input never varies. On the other 
hand, present day broadcasting 
methods—called amplitude modula- 
tion—never varies in frequency but 
depends upon the rise and fall of 
the power ejected from the trans- 
mitter to obtain the variations of 
amplitude that result in sounds after 
they have passed through the re- 
ceiving set. It has been determined 
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Tower at Station W2XMN, Alpine, N. J., 
especially designed for frequency modu- 
lation broadcasting. 


by research workers that static and other extraneous 
noises originating in the power lines, the atmosphere 
and various types of electrically operated machinery 
have the characteristics of amplitude modulation and 
are thus amplified in the conventional radio receiver. 
However, since frequency modulation receivers do not 
pick up amplitude modulated signals they do not 
respond to static and thus afford noise-free reception. 

Frequency modulation—like many 
another startling invention—is not 
new in the sense that most radio 
experimenters have not known about 
it for a number of years, but it re- 
mained for Major Edward Arm- 
strong to develop and refine the sys- 
tem to a point where it has become 
practical. Major Armstrong has con- 
tributed more to the art of radio 
than perhaps any other physicist, 
not excluding Marconi. It was 
Major Armstrong who first commer- 
cialized the principle of regenera- 
tion which is credited with having 
made radio broadcasting possible. 
Although Armstrong received many 
patents on his regenerative principle 
their validity was contested for 
many years in the courts by Dr. 
Lee DeForrest, who finally was 
awarded the decision. The most ac- 
ceptable circuit in use today, the 
superheterodyne, was also invented 
by Major Armstrong and his rights 
to this circuit have not been success- 
fully contested. Another famous cir- 
cuit, the super-regenerative prin- 
ciple, was invented and sold by the 
Major and while it was the most 
productive of money of any of the 
other inventions it has never been 
offered to the public; perhaps for the 
most valid reason that it operated 
with a considerably smaller num- 
ber of tubes than any of today’s 
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most modest and least pretentious receivers. 

Major Armstrong has not been able to introduce his 
newest circuit without opposition, for its general accept- 
ance by the public will entail a vast change over not 
only in receiving sets but broadcasting facilities as well. 
Since the Major has long been closely affiliated with 
Radio Corp. as a stockholder of size and for technical 
reasons, he first offered his latest development to that 
corporation. Radio Corp. practically shelved the inven- 
tion for so long a time that Armstrong built a station 
and equipped it at his own expense at Alpine, N. J. 
However, with his characteristic vigor and inability to 
recognize defeat, Armstrong has at last brought his 
newest invention to a point where the Federal Com- 
munications Commission is expected to assign wave- 
lengths for commercial exploitation of the latest develop- 
ment in the art of radio transmission before this fall. 

Romantically inclined commentators have envisioned 
the introduction of frequency modulation as a revolu- 
tion that will make today’s receivers and broadcasting 
equipment obsolete over night. Nothing can be further 
from the real truth of the matter although given a period 
of time it is probable that the new method will gen- 
erally be adopted. If the broadcasters are granted their 
expected channels this year there will be a strong public 
demand for the new instruments but until many of the 
present “bugs” are eliminated, most of the radio listeners 
will be content with their present receivers and perhaps 
a device that will adapt present sets to receive frequency 
modulated programs when it is so desired. 


Frequency Modulation Economical 


The “bugs” which are currently inherent in frequency 
modulation are the limited horizons—or areas over which 
the broadeast is effective—and the present limited num- 
ber of stations which supply this form of service. It is 
true that all of the major broadcasting systems now 
operate experimental FM stations but they have only 
a relatively small service area—about 150 miles—and 
until the number of sets suited to this newest media is 
expanded it is not probable that extensive advertising 
support will be received. The limited horizon will be 
expanded; it was but twenty-odd miles when the first 
broadcasts were tried, and the lack of paid programs will 
take care of itself as time and the system progresses. 

Frequency modulation does not call for the vast 
amount of power needed for amplitude modulation and 
as a result will make individual broadcasting stations 
much more economical to operate. But, since it is not 
able to “get out” as strongly as AM, FM stations will 
have to be more numerous in order to cover the same 
amount of territory. Since FM stations will all be rela- 
tively small it is not believed that the change over from 
AM to FM will involve extensive expense to the large 
national hookups as most of the material used in today’s 
stations is useable for FM. A longer term saving is 
probable from the fact that the close proximity of the 
proposed FM stations could eliminate the necessity of 
land lines to feed programs for broadcasting from other 
than key stations. Such service today is estimated to 
cost the broadcasters in the vicinity of $5 million yearly. 

It is certain that the eventual acceptance of FM as 
the major channel of broadcasting will make a vast 
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amount of now existing material obsolete, but it will be 
the listener and ‘not the broadcaster that will have to 
bear the brunt of the change over. In order for the 
broadcaster to change over the greatest difference will 
be the manner in which the various components of the 
equipment circuits are arranged. Much of the material 
now on hand at the broadcasting stations will be useable 
and in fact the greatest fault of some of the material 
that will have to be replaced is that it is too powerful 
for its new purpose. There will be, however, a strong 
demand for smaller electrical generators, transmission 
tubes and the host of parts that go toward making up 
a broadcast station due to the eventual necessity of 
adding many new, small stations. All of this will add 
materially to the potential business of Radio Corp., 
General Electric, Westinghouse Electric and American 
Tel. & Tel. through its interest in some of the basic 
circuits and their parts which must be included in the 
system. 

On the other hand, the listener will eventually desire 
to take full advantage of the new system and later when 
the current type of radio set is no longer effective, will 
practically be forced to purchase new listening equip- 
ment if he desires to continue to avail himself of the 
services of the radio which have become a so important 
part of American living. A survey of the country in 1938 
disclosed that about 26,670,000 families out of an esti- 
mated total of 32,640,000 had one or more radio sets. 
Estimates by another group placed the number of sets 
in operation in the country at close to 45,000,000. The 
fact that most families have a large set and a small set 
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as well and that almost one out of every three 
pleasure automobiles contains a radio of some 
sort lends color to the belief that the 45 million 
set estimate is conservative. 










Last year’s sales of radio sets are estimated 
to have been approximately 9,000,000 outfits. 
Of this amount only about 40 per cent were 
console models and the remainder were auto- 










mobile, portables and combination phonograph 
machines. At the rate of even 10,000,000 sets 
produced ‘and sold yearly it would take almost 
four years for the country to make the change- 
over and since the new sets are expected to sell 
at an average price of about $85 to $100 it will 
probably take even longer for recent high record 
sales were achieved only by bringing the average 
price down to about $33 per unit. Nevertheless, 
it is possible that if the new sets are introduced 
this fall, sales of the new apparatus will be at 
least 2 million to 3 million units. To this will 


















undoubtedly be added an undetermined amount 
of adapters which can now be purchased and 
which sell in the vicinity of $65 each. The 
adapters will, however, be but a flash in the 
pan for any buyer of such a device this year 
will probably be in the market for a regular set 
next year. The new sets will not be consumers 
of large amounts of tubes so it is probable that 
the tube makers will have to wait some time 


















before they will benefit from the revived demand 
for new radio apparatus. Since it is not possible 
—and hardly desirable—to receive FM over 
many hundreds of miles there is no real need to 
incorporate extensive power in the new sets. 
As a result, four or perhaps five tubes: will be all 
that will be needed as compared with anywhere from 
eight to fifteen tubes of all types in today’s sets. 

The introduction of FM will very probably stimulate 
the sale of television apparatus for not only does FM 
serve to eliminate the interference from static—tele- 
vision’s most potent enemy—but will also provide the 
many radiating sources needed since television broad- 
casts have an even narower horizon than FM. The char- 
acteristics of the FM carrier wave are such that not 
only can sight and sound be transmitted at one and the 
same time but it will also be possible to transmit fac- 
simile and teletype signals (using amplitude modula- 
tion) over the same channel without any interference 
one with the other. Moreover, such ability will also serve 
to eliminate the formerly well publicized co-axial cable 
introduced by the American Tel. & Tel. Co. several years 
ago and strung between New York and Philadelphia at 
great expense and infinite difficulty. 





Facsimile Application Wide 


While FM is probably the most dramatic and poten- 
tially profitable of the radio industry’s recent develop- 
ments, facsimile transmission will probably prove to be 
of much greater utility value both from a commercial as 
well as a military sense. While utilizing a conventional 
radio broadcasting hook-up, facsimile can reproduce 
accurately and with exceptional speed any form of writ- 
ing or pictures that may be placed in the machine. At 
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Connecting up a power amplifier unit in KDKA's 50,000 watt transmitter 


the present time radio station WOR at Carteret, N. J, 
and several other stations are broadcasting a daily ser- 
vice which permits the owner of the needed receiving 
apparatus to find a freshly printed newspaper each morn- 
ing from his own radio set and containing the very latest 
news items received during the night. Such apparatus 
is being made by the Crosley Radio Co. and sells in the 
vicinity of $65 for the attachment that uses the owner’s 
regular radio receiver for its power. 

A more prosaic use—but perhaps of greater impor- 
tance—is for police work. It is not only possible to 
receive facsimile transmission in a moving police car but 
it is also possible to communicate by the same method 
from the car to the central station. The system is now 
in experimental use in the police department of Bergen 
County, N. J., and with the ability to transmit pictures, 
fingerprints and descriptions either to or from the police 
cars it is increasing the already high efficiency of the 
service. 

An experimental airplane flight last year demonstrated 
that it is also possible to do the same thing from a mov- 
ing plane so that it is no longer necessary for a scout 
plane to return to its base to report but can send maps 
and other observations direct to its base as they are 
gathered and thus eliminate any loss of information in 
the event that the plane is unable to return to its home 
field. The same system makes it possible to transmit 
written orders to ships at sea, trucks on the road, rail- 





road trains in motion and even as an interplant means 
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of communication where the relatively high cost of the 
transmitting installation is not objectionable. The new 
system of facsimile ;jtransmission can also be used to 
transmit colored pictures and other material by using a 
system of filters and receiving the transmitted material 
upon photographic plates. 

The radio typewriter was announced last February 
by International Business Machines Corp. after seven 
years of experiment. This machine will actuate a dis- 
tant typewriter using either radio or wires as a trans- 
mission media. Until this system receives a wave length 
allotment it will be forced to confine its activities to 
wired channels where it would have to compete with the 
already well established Teletype system. Over the 
longer term it will probably become an important part 
of our communication systems but for the present its 
commercial application is restricted. In time of war, 
such a machine as the radio typewriter would be of 
inestimable service, perhaps even greater than facsimile 
broadcasting for communication of written material only. 

More and more advertisers continue to avail them- 
selves of radio broadcast time with the result that last 
year Columbia Broadcasting Co. time sales were $34,- 
539,665—26.3 per cent above those of a year ago, Na- 
tional Broadcasting sales amounted to $45,244,354— 
9.1 per cent higher than in 1938, and Mutual Broad- 
casting billings were up 14 per cent from those of the 
year before to a total of $3,329,782. First quarter 1940 
sales of time showed further increases over record figures 
of 1939, being 28 per cent for CBS, 7.4 per cent for NBS 
and 16.8 per cent gains for Mutual. At the rate that 
contracts are being renewed and new time sold for the 
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The newly developed home radio facsimile receiver. 


fall and winter season the industry feels that 1940 will 
see another set of high records established. 

The communications division of the industry has been 
strongly stimulated by the war in Europe. Not only 
has the radio been actively used for normal business— 
much of which has been diverted from cables that are 
restricted—but it has had a great increase in the amount 
of pictures and similar material that could be trans- 
mitted in no other way with equal speed and facility. 
The intense interest in European events in this country 
has made radio broadcasts from European cities a matter 
of almost hourly occurrence and the periods of time 
required to make these news broadcasts possible has 
been far in excess of the actual amount of time that they 
have been on the air. South American business has also 
increased markedly due to the ineréase of normal busi- 
ness with our southern neighbors. 

An international agreement has caused most of the 
American ship owners to replace their “spark” equip- 
ment during the past year and added to this there has 
been an extensive demand for direction finding equip- 
ment, radio sounding devices and much maritime ma- 
terial of many kinds. With the increase in the prospec- 
tive merchant marine and the proposed enlarged navy 
the communications end of the radio business has pros- 
pects of continued activities at high levels. A radio ser- 
vice for small boats such as fishermen and tugs has 
proven to be of great interest to the operators of such 
craft with the result that this relatively small portion 
of the business is contributing substantially to the longer 
term prospects for improved business. 

Television has made greater strides during the past 
year than at any time in its his- 
tory although the apparatus is 
still relatively too high priced 
for general public acceptance. 
Then too, the action of the Fed- 
eral Communications Commis- 
sion in forbidding the sale of 
such sets to the public without 
warning them of the proximity 
of drastic changes in the arts has 
proven a detriment to sales to 
many possible buyers despite 
the fact that courts have asserted 
that the Commission was talk- 
ing out of turn and had exceeded 
its authority by a wide margin. 
Nevertheless, through the addi- 
tion of new facilities it is now 
estimated that about 20,000,000 
people are within range of 
television service that is offering 
a fairly wide selection of pro- 
grams. 

David Sarnoff, president of 
Radio Corp. of America, in 
speaking at the Rochester Uni- 
versity clinic on “New Frontiers 
in the United States,” visualized 
possible future developments of 
the radio industry as: “Using 
pocket-size apparatus, we may 

(Continued on page 252) 
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Specialty Steels Lead the Industry 


Demand and Prices Help Alloy Makers Lift Out of 


“Prince or Pauper" 


Heavy Steel Class 


BY WARREN KRAEMER 


;- specialty steel makers are the wizards of the steel 
industry. From their furnaces come hundreds of special- 
ty and tool steels that form the keynote of industrial 
production in this country today and set the pace for 
even greater advances tomorrow. Their steel is the bit- 
ing edge of machine tools, the strength of airplanes, the 
power of automobiles, the stamps and dies of mass pro- 
duction everywhere. And yet practically all their prog- 
ress has been concentrated in the twenty-five year period 
since the start of the last World War. 

Around that time Henry Brearly discovered that a 
chromium and steel alloy would re- 


Alloys are termed either high alloys or low alloys in 
accordance with the amount of non-ferrous metals pres- 
ent. By varying the percentages, entirely different results 
are obtained. For instance high molybdenum steels con- 
taining over 1 per cent of the metal are valuable for 
permanent magnets, rustless steels and high speed tools, 
while low molybdenum alloys containing less than 1 per 
cent of the metal find wide application in automobile 
parts, agricultural equipment and railway forgings. 
Nickel is used in varying amounts from 1 per cent up to 
80 per cent, the purpose changing along a sliding scale. 

From 1 to 5 per cent improves the 





sist the rust that had taken a tre- 
mendous toll of iron and steel for 


toughness and strength of the steel, 
at 30 per cent it adds important 





centuries, and shortly after the war 
began, the development of a tungs- 
ten, chromium-cobalt alloy raised 
the effective operating speed of cut- 
ting tools by 50 per cent in one 
jump. This was of great impor- 
tance for it enabled the munitions 
manufacturers to turn out guns and 
shells at high speed—and it be- 
came still more important in peace 
time with the demands that the 
rapid growth of the automobile in- 


Automobiles and aircraft, ships and 
machine tools—all exist because the 
alloy makers can turn out steels for 
a thousand specific purposes. Each 
shift in industry brings these special- 
ists new customers, to be kept when 
the change has been digested. 


In good times they are almost as 
princely as the large tonnage steel 
producers; in bad they are not quite 
as pauperish. 


electric qualities, and from 36 to 42 
per cent it achieves the peculiarity 
of almost zero expansion with 
changes in temperature. 

Heat treatments bring still other 
results. A tungsten - vanadium- 
chromium alloy quenched in oil 
from high temperatures acquires 
the hardness essential for tool steels 
—but exactly the same alloy when 
quenched from lower temperatures 
loses this hardness to gain great 


dustry made on mass production. 


toughness that enables it to with- 





Improvements in the strength of 
steel also received impetus from the 
endless circle of finding a shell-resisting steel and then 
finding a shell that could pierce it. 

Alloys are simply steels to which one or more non- 
ferrous metals have been added. But their production 
calls for craftsmanship, since slight changes in the amount 
of alloying metals or in the heat and forging treatments 
may vastly alter the characteristics of the finished metal. 
Generally speaking the most common alloying ores are 
nickel for hardness and tensile strength, vanadium for 
abrasion resistance at high temperatures, cobalt for 
special electrical properties, molybdenum for depth of 
hardness and toughness, chromium for corrosion resist- 
ance and hardness, and tungsten for strength at great 
heat. 
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stand the shock that punch and 
die tools must face. These treat- 
ments and mixtures alter the crystaline structure of the 
steel and must be accurate to within a small fraction of 
one per cent. One of Crucible Steel’s latest develop- 
ments, Rexalloy, consists of 32 per cent chromium, 45 
cobalt and 18 tungsten, and is so hard that it must be 
cast in its final shape and cannot be forged. And per- 
haps the fanciest of all alloys is one of chromium-tungs- 
ten-vanadium-cobalt, molybdenum that is used in super 
speed-tools. 

Most of these special steels are produced to order in 
small quantities and are fairly expensive as yet. But 
spectacular progress has been made in the development 
of tonnage alloys for the automobile industry. These 
are the so-called low alloys of nickel, chromium, an¢ 
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Courtesy Rustless Tron & Steel Co. 
After many processing steps, stainless steel is cold drawn into finished wire. 


molybdenum steel that are produced in open hearths by 
the specialty steel makers and a few of the larger com- 
panies. The most promising recent development in alloy 
steel production is a reduction process on which Rustless 
Iron and Steel holds the patents. This process enables 
the use of straight, low grade chromium ores rather than 
the more expensive carbon free ferrochrome ores in the 
production of stainless steels. This process has two ad- 
vantages that have become all the more important with 
the spread of fighting in Europe. For one thing it is 
cheap, and for another it permits the use of the low 
grade domestic chrome ores instead of the foreign ores 
that come primarily from Russia. This is an important 
step towards the economic self-sufficiency that is neces- 
sary to the maintenance of our production on a high 
plane, and the widespread adoption of the Rustless Tron 
methods would act to bring the costs of producing stain- 
less steels down sharply, thereby widening the market. 
Last year the company earned $1,090,876 on sales of 
$6.388,496 or better than 17 per cent and far better than 
the leading units in the steel industry. It specializes in 
the production of stainless steels and alloys and sells 
the major amount of its output to American Rolling 
Mill which finishes the steels for the ultimate consumer. 
American Rolling Mill, incidentally, owns a 49 per cent 
interest in the common and a 19 per cent interest in the 
preferred stock of Rustless Iron. 

The major bugaboo in the production of specialty steels 
is the cost factor, and large sums of money are spent 
on research by the steel companies, the leading chemical 
concerns like Air Reduction and Union Carbide which 
have a stake in this industry, and the miners of the 
alloying metals such as Vanadium and International 
Nickel. Progress is being made toward the development 
of methods that will enable the production of alloys on a 
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mass basis just as ordinary car- 
bon steel is produced. To date 
the high grade steels are pro- 
duced in electric are furnaces, 
since the fuel used to fire the 
open hearth furnaces creates a 
heavy gaseous vapor that hangs 
over the metal and acts as a re- 
duction process in that it burns 
away a percentage of the expen- 
sive alloys. This is wasteful, 
whereas the arc furnace is heated 
by the contact of the electrodes 
with the metals to be melted and 
all properties are retained. 
Furthermore with electric fur- 
naces it is easier to maintain the 
careful control of proportions 
and temperatures that is essen- 
tial to the production of these 
sensitive alloys. 

A leader among the alloy steel 
makers is Crucible Steel. This 
$110,000,000 company was 
formed as a merger of some 16 
small specialty steel concerns 
back in 1901, and has forged 
ahead ever since then. It makes 
some plain tonnage steels, ton- 
nage low-alloys, specialty steels and tool steels. The tool 
steels are its forte and bring the highest profit margin 
since the company goes a long way to satisfy the require- 
ments of the individual customers and is able to charge 
accordingly. During the last year the company sold 
some $47,697,000 worth of steel which breaks down ap- 
proximately as follows—high grade alloys 45 per cent, 
finished open hearth steels 35 per cent, semi-finished 
open hearth steels 13 per cent, and ordnance steel 7 per 
cent. Net earnings came to $2,803,569, or about 6 per 
cent on sales, although the tonnage steel divisions did 
not do much business during the first part of the year. 


Design for Production 


The company has nine mills spread throughout New 
York, Pennsylvania, New Jersey, and Ohio, two coal 
mines, a water company and a half interest in a Mesabi 
ore mine. It operates 12 electric arc furnaces, three in- 
duction furnaces, and 16 open hearth furnaces with a 
combined capacity of over 940,000 tons annually. It was 
the first domestic producer to make use of the electric 
are furnace and its twelve units have capacities ranging 
from 3 to 10 tons. Crucible has over 400 grades of steels 
on its lists and produces these in so many various types 
that it cannot begin to tabulate them. It has a leading 
position in its field by virtue of the care to which it will 
go in meeting the needs of customers, and claims that no 
order for steel is too hard for it to meet. 

The spread of the war to Holland and Belgium has 
eliminated a vital source of steel for the Allies, and the re- 
sult is immediately seen by the inquiries for heavy steel 
tonnages and for specialty steels that have been made by 
the French. There have also been a number of inquiries 
for shell cases and other ordnance materials, and these 








are expected to develop into orders within a short while. 
Added to this is the tremendous armament program that 
is getting under way in this country and that will un- 
doubtedly continue without regard to the developments 
in the European war. This means a heavy demand for 
machine tools, specialty steels and tool steels, and will 
tax the capacity of these companies heavily. 

Allegheny Ludlum Steel Corp., the result of a merger 
in 1988 between Allegheny Steel and Ludlum Steel, is 
another leader in the production of alloy and specialty 
steels. Allegheny Steel, as the direct predecessor of the 
present company, went through the depression with only 
one year of deficit—1932; and this rather than the Lud- 
lum Steel record, as used in the May 18 issue of this 
publication, is the record to be considered. The com- 
pany concentrates mainly on the production of high 
grade steels, including stainless, nitrided, and high speed 
and other tool steels. It has made considerable progress 
in the development of new steels designed for specific 
industries. Early this year the development of Plura- 
melt Steel was announced, a product which in the com- 
pany’s words “is manufactured by a new technique for 
inter-melting two or more metals of different composi- 
tion so that they form a continuous inseparable struc- 
ture.” The process permits a combination of the advan- 
tages of two or more alloy steels in a single continuous 
piece of metal. Output and earnings of Allegheny Lud- 
lum rose sharply in the final quarter of 1939 to produce 
earnings of $1.08 per share in the quarter as compared 
with only 41 cents per share in the first nine months. 
Improvement continued into 1940, with earnings in the 
first three months equal to 75 cents per share, or slightly 
more than six times the level of a year earlier. 

Outstanding among the smaller companies that stand 
to do a capacity business are Carpenter Steel, Rustless 
Iron and Steel, Vanadium-Alloys and Acme Steel; while 
Republic Steel, although it ranks close to the top among 
the large tonnage steel producers, is also the largest 
stainless and alloy steel maker in the country. Car- 
penter has a capacity of only about 40,000 tons annually, 
but the company has averaged close to 11 per cent earn- 
ings on sales over the last five years, which marks it out 
as far as profits are concerned. Its plants are located 
in Reading, Pennsylvania and its specialty is high speed 
and tool steel. Rustless Iron & Steel earned $2,006,829 
for the first three months of the current year as com- 


pared with $1,117,180 for the like period of 1939, and at 
the present rate will earn better than its total assets of 
$7,181,771 over the full year. Finances are in good shape 
with the only funded indebtedness consisting of a $1,550,- 
000 bank loan at 234 per cent that runs until 1947, 
Vanadium-Alloys has a capacity of some 40,000 tons of 
high speed tool and specialty steel, and can turn in 
spectacular earnings under favorable conditions such as 
1937 when it netted better than 16 per cent on sales. It 
has assured itself of a supply of tungsten from a domestic 
producer and has not been affected by the stoppage of 
imports of tungsten from China. For the six months 
ending in December, the company which has a fiscal year 
ending in June, reported earnings of $2.17 per share and 
is expected to do better than $4.50 per share for the 
full year. Acme Steel, which last year earned $5.82 per 
share has increased its stake in the production of spe- 
cialty steels recently, and now derives about 50 per cent 
of its revenue from that source. The company has ex- 
panded plant capacity, and is developing a market for 
its products in South America. First quarter earnings 
showed a gain over last year and stood at $1.17 per share, 
and the pace should be accelerated when the new capacity 
becomes effective. Republic Steel deserves mention 
since it is the largest producer of alloys in the country, 
but it cannot be classed as a specialty steel maker. 
Other companies in this field include Universal- 
Cyclops, Firth-Sterling, and Latrobe Electric Steel Co., 
all of which are small but highly regarded in their group. 


Alloy Makers Earnings Vary 


It is interesting to note the contrasts between the 
earnings rate on sales of the specialty steel makers as 
against the tonnage steel producers. The drop brought 
on by the 1930 depression saw the alloy makers lose the 
slight advantage that they had gained during the boom 
years, but starting from a lower point than the tonnage 
steel producers in 1932, the bottom of the depression, 
they forged ahead to pass them within a year’s time, 
and have widened the gap constantly ever since then. 
A projection of the chart, which must lag somewhat be- 
cause of the difficulty involved in the compilation of 
figures, would show a continuation of the trend through- 
out 1938 and 1939. Behind this remarkable performance 
on the part of the specialty steel makers lies the search 
for better and cheaper steels for con- 
struction work, for automobiles, for 





Factors in the Specialty Steel Field 


Zz. Earned Per Share Dividends Per Share 
1938 1939 1938 1939 

Allegheny Ludlum. High alloys $1.04(D) $1.49 pti $0.50 
Acme Steel....... Specialty strip 1.12 5.82 $1.25 2.00 
Carpenter Stee!.... High-speed tool 0.68 0.88 0.70 0.75 
Crucible Steel High-speed tool 8.78(D) 2.54 
Rustless Iron & 

ery Stainless 0.01(D) 1.13 oor 0.25 
Universal Cyclops Stainless 0.20 1.73 0.3714 1.00 
Vanadium..... Vanadium Ore 0.61 3.25 1.00 

D—Deficit. 


machine tools. and for modern trains 
and planes. Stainless steel has proved 
its worth in the streamlined train of 


eee = Gee a dozen railroads, for its somewhat 
ange rice 2 fa ii as - 

1939 higher initial cost is quickly covered 
2814-14 17 by the greater speed and higher eff- 


ciency per ton of dead weight that it 
offers. And alloys have matched the 
advancing designs for airplanes with 


5614-3114 36 
33- 13% 27 


52-24% 892714 f 
strong, light, and workable metals 
1S%-7 10 that withstand the strain of flying. 
Although almost all of these com- 
17-9 121% . n ; 
“ee a panies were doing business when the 


last World War broke out, and re- 
member the excellent profits that 








those years (Please turn to page 250) 
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Bron the moment Canada _ fol- 
lowed England into the war last 
fall, International Nickel no longer 
existed primarily for the benefit of 
its owners but rather for the Dominion and the mother 
country, a fact which the stock market lost no time in 
recognizing. While most American issues were climbing 
rapidly in the general market spurt that came in the 
early days of the war, Nickel was sinking to successively 
lower levels. Its course has been more or less steadily 
downward ever since and the question naturally arises 
as to whether the thing has not been overdone or whether, 
at least, the stock may not be approaching a point where 
it can again be considered suitable for longer range 
investment holding. 

Last year’s profits, equivalent after preferred dividend 
requirements to $2.39 per common share against $2.09 
the year before, were still well below the $3.31 reported 
for 1937 though physical sales of nickel, copper and 
platinum metals were considerably higher. The answer, 
of course, is to be found in lower metal prices and higher 
taxes. Nickel, of which the company produces about 85 
per cent of the world’s supply and over which it exer- 


BY 
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International Nickel's plant at Huntington, West Virginia. 


STANLEY 


Another Look at International Nickel 


Weighing the Question of Whether Uncertainties Confronting 
This Strong Company Have Been Adequately Discounted 


DEVLIN cises near-monopoly control, re- 
mained unchanged at 35 cents a 
pound, a level that has been main- 
tained for over 13 years. The aver- 

age realized price of copper, however, was 3.34 cents 

lower than in 1937, while platinum metals were down 
$6.30 per ounce; the difference, applied to quantities 
sold in each case, amounted to $13,104,556. This sum, 
together with a $3,099,572 increase in taxes, was more 
than sufficient to account for the $13,452,158 by which 

1939 net fell short of that of 1937. 

As for 1940 earnings prospects, a major factor is the 
fixed price established for the 80 per cent of copper out- 
put that is being taken under contract by the British 
Ministry of Supply. This metal is being delivered f.a.s. 
Canadian ports and the price is about 1014 cents a pound 
in terms of Canadian currency, which is now at about 
79 per cent of parity vis-a-vis the American dollar. Cop- 
per sales ordinarily account for about one-quarter of 
total revenues, platinum metals another quarter, nickel 
and nickel alloy products the remainder. These pro- 
portions may now be altered to some extent due to the 
depreciation of Canadian currency together with the 
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fact that, though none of the company’s copper is sold 
in the United States, this country still remains the most 
important market for nickel. In terms of Canadian dol- 
lars, that is, nickel and nickel products may now account 
for a somewhat larger percentage of the company’s total 
sales volume. 

It is fairly certain that physical output and sales of 
all principal products will be appreciably expanded this 
year. The price of nickel will no doubt be maintained 
and, as regards copper, the contract price with the 
British Government is higher in terms of Canadian cur- 
rency than the average of quotations on the London 
Metal Exchange up to the time of cessation of trading 
last fall (but lower in terms of American currency), and 
export prices f.a.s. New York (these governing prices 
now realized by the company on that part of the 20 
per cent of its copper production, not contracted for by 
the Ministry of Supply, that is sold outside the British 
Empire) are also higher. Most of the platinum metals, 
especially platinum and iridium, have scored major ad- 
vances and, as a group, average well above a year ago. 


; Taxes Important Factor 


With a considerable gain in dollar sales thus indicated, 
Nickel’s prospects earningswise hinge mainly on operat- 
ing costs and taxes. The former, including outlays for 
labor and supplies, will undoubtedly rise but not in pro- 
portion to sales gains. How much of the margin remaining 





The largest electric furnace used for non-ferrous metals in the U. S. 
is in operation at International Nickel's Huntington, West Virginia, plant. 


226 


will be added to net will depend on the size of the com. 
pany’s tax bill. 

Canada’s wartime tax measures include, in the cay 
of corporations, an increase in the income tax from ]; 
to 18 per cent and the imposition of an excess profits 
tax, both the additional levies having taken effect a 
the turn of the year. The excess profits tax may hp 
determined on either of two elective bases: (1) on profits 
in excess of the average over the four year period 1936. 
39 at a rate of 50 per cent of such profits or (2) o 
profits in excess of 5 per cent on capital employed begin. 
ning with a tax rate of 10 per cent on profits of from 
5 to 10 per cent of capital and rising to 60 per cent on 
profits of over 25 per cent of capital. “Capital employed” 
includes paid-up share capital, surplus, undivided profits 
and unimpaired reserves at the beginning of the year, 
less one-half of the amount of dividends subsequently 
paid during the year. 

The basis that International Nickel will select for 
computing its excess profits tax will, of course, depend 
on the extent of its earnings gains. Its 1939 net income, 
as reported to stockholders, was 5.8 per cent below its 
average net over the past four years, leaving it that much 
leeway for increased earnings this year over last before 
the 50 per cent rate on excess profits would become oper- 
ative should the company select the first of the two 
optional methods of computing the tax. Last year’s net 
amounted to 16.3 per cent of capital emploved (figuring 
the latter as of the beginning of this year and assuming 
that 1940 dividend payments will equal those 
of 1939 and 1938) so that, at last year’s profit 
levels, a little more than two-thirds of net would 
be subject to excess profits tax of 30 per cent 
should the second of the two methods be selected. 
It is probable, therefore, that Nickel will figure 
its tax on the first basis if its gain in earnings is 
either small or very large and on the second 
basis if it is of intermediate proportions. 

Thus far in 1940, profits have probably run at 
somewhat better levels than a year ago. Re- 
ported operating results for the first quarter were 
close to those of the immediately preceding pe- 
riod (67 cents a share) , amounting to 64 cents a 
share against 62 cents reported for the initial 
three months of 1939. Since earnings declined 
from first quarter levels in both the second and 
third quarters of last year, amounting respec- 
tively to 53 and 57 cents a share, it is likely that 
even better year-to-year gains would be appar- 
ent this and next quarter were it not for the 
likelihood of a material increase in Canadian 
taxes being enacted by the present Parliament. 

It is earnings, of course, or rather prospective 
earnings that determine more than any other 
single factor what a common stock is worth. Yet 
variations in price-earnings ratios from time to 
time are common to all stocks and, as a general 
rule, periods of pessimism with respect to the 
market as a whole or with regard to any specific 
issue, and the subnormal ratios that result, offer 
the most attractive buying opportunities for 
future profit. At recent market levels, Nickel 
sells at about ten times 1939 earnings though, 
before the shadow of war fell across the world 
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in general and the British Empire in particular, the 
stock typically commanded a price of better than twenty 
times earnings. In all logic, the only justification for a 
price-earnings ratio such as prevails at present (taking 
into account the fact that nearly all stocks are now sell- 
ing at subnormal levels in relation to earnings) would 
be the probability that earnings, though not yet seri- 
ously impaired, are likely to be so within the foreseeable 
future—impaired not temporarily but for a considerable 
period or perhaps permanently, such as might result from 
loss or destruction of certain of the company’s more 
important properties. 


Investment in Finland 


Closest approach so far to this sort of thing was in 
Finland last fall, and the remarks of the company’s 
president in this connection in the course of his address 
to stockholders at the annual meeting this spring are 
worth quoting: 

“Events which occurred last autumn could not have 
been foreseen when we examined the nickel-copper pro- 
perty at Kolosjoki in Finland, and subsequently, in 1934, 
secured a concession from the Finnish Government. 
While we did not appraise the Kaulatunturi Mine as a 
great property, such as our Frood Mine, there was a 
sufficient tonnage of ore of a grade to fully justify devel- 
opment. During the six year period 1934-1939, inclusive, 
the ore body was opened up by a tunnel, shaft, and 
underground development, and a smelter and hydro- 
electric power plant were under construction. Had no 
interruption occurred, nickel-copper matte would have 
been produced at this property not later than early in 
1941. Since its acquisition in 1934 there has been ex- 
pended a total of $6,723,908 and it is estimated that an 
additional $3,500,000 will be required to complete the 
project. The future of this property in Finland is prob- 
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lematical. Under such circumstances your directors de- 
cided to include in property account the sum of $6,723,- 
908, representing total expenditures on the property to 
December 31 last, and to set aside a reserve of like 
amount, which reserve is provided from earned surplus.” 

The company’s Finnish mine is not its only property 
now subject to the hazards of war. It has a sizable 
nickel refinery in Wales that no doubt rates as an impor- 
tant military objective in the eyes of the German air 
force. The same is probably true of its precious metal 
refinery at Acton, England, its fabricating mills at Birm- 
ingham and Glasgow and its colliery in Wales. The 
company has not divulged the extent to which these 
properties have contributed to earnings or how much of 
a blow their loss would be. It is of considerable signifi- 
cance, however, that Nickel is essentially a mining 
rather than a fabricating enterprise and that, excluding 
the comparatively unimportant Finnish investment, its 
mining properties—the great Frood mine, as well as 
the Creighton, Levack and Garson mines and a number 
of inactive properties—are located on this side of the 
Atlantic. Also out of immediate German reach are its 
big nickel smelter at Copper Cliff, Ontario, its monel 
metal smelter, copper refinery and its largest nickel 
refinery, its Bayonne, New Jersey, foundry and its Hunt- 
ington, West Virginia rolling mill. 

The company’s proven ore reserves, as of the end of 
1939 and excluding the Finnish property were 224,594.- 
000 short tons, an increase of 12,226,000 tons over the 
figure of a year earlier. Nickel-copper content of this 
reserve was estimated at about 7,214,000 tons or about 
half a ton per common share. At last year’s rate of out- 
put, present proven reserves are sufficient for 31 years 
of operation without allowance for the addition of fur- 
ther reserves. Nor, despite conservative balance sheet 
valuation, can the intrinsic worth of these assets be 
questioned. The many uses (Please turn to page 255) 
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Trucks Serve War and Industry 





This Will Probably Be Second Best 


Year for the Makers in a Decade 


BY J. C. CLIFFORD 


THOUSANDS 


= of the rapidly changing European 
war situation practically all of the formerly ac- 
cepted methods of predicting probable exports 
of heavy motor vehicles have gone by the board 
as ineffective and they have been replaced with 
any man’s guess as to just what the probable 
foreign demand will be. It is, however, still pos- 
sible to predict with a reasonable degree of ac- 















[TRUCK PRODUCTION | 


























curacy what domestic demand is likely to be. 
A consensus of authoritative opinions on the 
domestic outlook point to an excellent year for 
the truck and bus builders while future events in this 
country may make it possible sharply to step up foreign 
shipments which are, without question, sorely needed. 

Domestic truck and bus builders had a very good year 
in 1939 with factory sales of about 710,000 units as com- 
pared with but 488,100 units in 1938 although the year’s 
results were still considerably—about 20 per cent— 
below 1937 post-depression record of 893,085 trucks and 
buses sold in this country both for domestic and foreign 
use. Last year’s exports, despite the large space afforded 
Allied truck orders in the daily press, were only about 
11 per cent higher than in the previous year and were 
more than 25 per cent below 1937 exports of similar 
motor vehicles. 

Truck manufacturers’ estimates of probable produc- 
tion for 1940 have been veering back and forth with all 
the stability of a weathervane in a twister, but it is 
interesting to note that even the most pessimistic esti- 
mator does not foresee truck business as being consid- 
erably worse than last year and almost all agree that 
the business will be much better than it was in 1938. 
The latest group estimate places 1940 truck and bus out- 
put at about 825,000 units. If this amount is achieved 
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Gendreau Photo 


this year will be the second best since 1929 and will be 
only about 7 per cent below the 1937 figure. This late 
figure is well above the most optimistic estimates of last 
April which indicated the expectation of not more than 
790,000 units and an average expectation of 750,000. 
In actuality, truck and bus factory sales in the first 
three months of 1940 totaled 206,446 units, only about 
6 per cent better than a year ago and sharply lower than 
current estimates of a 16 per cent increase for this year. 
If the first quarter increase in factory sales extends 
throughout the balance of the year then full year pro- 
duction will approximate the average of April’s estimates 
or about 753,000 units. Despite the reliance upon export 
sales to help the industry to high levels of production, 
exports in the first three months of this year were actually 
7 per cent lower than a year ago while domestic sales 
showed a gain of better than 10 per cent in the same 
period. Of course, part of the decline in exports is 
explainable. The scarcity of shipping facilities and the 
virtual exclusion of practically the whole coast of Europe 
from the areas permitted to American vessels by our 
own Neutrality Act, have prevented the transportation 
of many trucks, which are even now waiting on our sea- 
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board piers for future shipment abroad. It does not now 
appear that this situation will be remedied completely 
unless there are some future developments which will 
once more permit our vessels to contact European ports. 

Despite the fact that first quarter exports dropped 
more than 7 per cent from a year ago there is still a 
strong basis for the expectation of larger foreign ship- 
ments later in the year if the current German offensive 
is checked just sufficiently to permit the inauguration of 
battle tactics similar to those of the first World War. 
If the present attack is not checked then the prospects 
for foreign shipments will fade perhaps more rapidly than 
sales for purely domestic commercial purposes. 


Long Term Not So Uncertain 


Strangely enough, Canada—the major Dominion 
source of supply for England — produced but 46.510 
commercial cars and trucks last year as compared with 
42.325 in 1938 and 54,417 units in 1937. Even if the 
production rate of the first quarter of this year should 
be continued throughout the balance of the year it is not 
likely that Canada’s total output for 1940 will exceed 
that of 1937 by more than a modest margin. Earlier 
in this year many observers believed that both England 
and France would be able to obtain all of their truck 
needs from their own and Dominion sources, but if the 
first quarter is any criterion by which to judge the 
Allies’ output it is likely that such production sources 
will fall far short of actual requirements. This is par- 
ticularly so since it is probable that all mechanical skill 
both in England and France will be needed in the servic- 
ing of airplanes and existing motorized equipment to the 
exclusion of new truck production. With such a situation 
to face, there is only one other possible source of supply 
and that is this country. 

There is, however, a brighter spot in the export situa- 
tion and that is the fact that practically every foreign 
truck maker in the world practically has been eliminated 
from competition in the neutral and non- 
belligerent foreign markets. Germany— 
with its very efficient Diesel-motored 
trucks as well as English and French 
machines—are no longer available to 
South America and other nations which 
formerly purchased such machines 
mainly on their price differential. It is 
likely that an enforced trial of American 
trucks, designed for just such road con- 
ditions as those prevailing in countries 
whose roads are not perfect and whose 
terrain is more akin to our own than 
that of most of Europe, will result in 
our permanent acquisition of these truck 
markets even if the other producers 
again enter the field. 

The longer term outlook for the truck 
building industry is not so beclouded in 
uncertainties. Trucks in use in this 
country have been almost constantly on 
the increase. In 1926 there were ap- 
proximately 2,765,000 trucks of all 
Weights registered in the United States 
and the number has grown to approxi- 
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mately 4,300,000 today. While the number of trucks in 
use has increased about 55 per cent during the past 
14 vears, buses in service have increased more than 100 
per cent although the number of units is considerably 
less than the number of trucks. In 1926 there were 
approximately 64,000 buses registered in this country. 
By 1937 this number was practically doubled while at 
the present time there are now approximately 135,000 
in operation. 

The sharply higher number of buses in use at this 
time may be attributed to several reasons. Probably 
the greatest cause of the increase is the virtual elimina- 
tion of trolley cars and interurbans which were confined 
to a fixed roadbed and were unable to cope with modern 
traffic conditions and at the same time render satis- 
factory service. The tendency for many railroads to 
divorce themselves of the small profit producing com- 
mutation business has also brought about an influx of 
bus services into suburban areas and in some instances 
has actually forced the suspension of local railroad com- 
petition. More flexible service and easier controlled oper- 
ating expenses have permitted long range bus service— 
such as that rendered by the Greyhound Lines and 
numerous others—to compete with the railroads for long- 
haul business on the same basis that trucks have con- 
stantly been cutting into the railroads’ freight revenues. 
The trend toward more and better buses is definitely 
pronounced although it may be some time before higher 
bus sales make an appreciable showing in the manu- 
facturers’ income accounts. 

That trucks are becoming increasingly important to 
the automobile makers from the standpoint of sales is 
witnessed by the fact that in 1929 truck and bus output 
represented approximately 14.6 per cent of total auto- 
motive production. In 1939 the proportion was well 
over 20 per cent and that ratio has held during the-open- 
ing months of the current year. Since trucks carry a 
relatively high selling price and are in the nature of 
a capital asset. profit margins (Please turn to page 250) 





Courtesy General Motors 
Yellow Coach Co. buses undergoing endurance tests at the Milford, Mich., 


proving grounds. 
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Ditties on odd-lot trading on the 
Stock Exchange are available sooner 
than any others after the event. It 
is already possible to follow the 
psychological reactions of traders 
and investors in the recent knock- 
down by checking on the individ- 
ually small transactions. There 
were three phases as prices dropped 
in response to war news. First the 
execution of open orders on the odd- 
lot books, giving the customers a 
balance on the purchase side. Next 
the touching off of stop-loss orders, 
together with margin and _ precau- 
tionary selling and a share of the 
general nervousness. During this 
second period the odd-lot balances 
were on the selling side. Then the 
third phase which represented bar- 


and agriculture. 





Caterpillar Diesels are used to rough peaceti 


For Profit and Income 





gain-hunting—purchases by those 
who had been waiting for such an 
opportunity or at least considered 
it too good to let slip. 

In the first phase—the three days 
starting with the break on Friday, 
May 10—odd-lot traders bought 
38,525 shares of stock on balance. 
This was the normal procedure in 
any market decline, when the ex- 
ecution of open orders almost in- 
variably puts the odd-lotters on the 
buying side. When the decline con- 
tinued, however, they sold over 235,- 
000 shares net on Tuesday and 
Wednesday. This was followed by 
a feeble rally in the market on 
Thursday, when the fractional trad- 
ers began to buy on balance again, 
and they continued their purchases 
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me going—in road-building, lumbering 


Any steps to mechanize and enlarge defense forces will involve 


tractors as the key factors in getting equipment over the bad spots. Orders received 
have been small in relation to normal business, but larger ones should follow. 
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through the further drop on Friday. 
In the five trading sessions between 
the 16th and 21st of the month, they 
bought 347,911 shares of stock more 
than they sold. During the com- 
plete period of breaking quotations, 
the balance of purchases amounted 
to 222,775 shares. A _ considerable 
part of this stock can be expected 
to come back into the market on any 
rally in the near future, but some 
will go into safe deposit boxes as an 
offset to whatever foreign selling in- 
creased the floating supply in this 
country over the last two weeks. 


Aircraft Orders 


Order backlogs of the leading plane 
and engine makers are now at un- 
precedented levels, it is realized. But 
some of the actual figures are 
startling when considered with two 
facts in mind. First, they do not vet 
include the complete total of im- 
mediately contemplated foreign buy- 
ing, nor the stepup involved in the 
U.S. defense program. Second, they 
must be measured against the entire 
industry’s largest annual produc- 
tion to date, which was about $225,- 
000,000 last vear. Here are some 
estimates of backlogs: 

(millions) 


Curtiss-Wright $205 
United Aircraft ... 180 
Glenn Martin _ 92 
Lockheed ........ 95 
Douglas sani ee 
North American ........ 60 
Consolidated wie. 0 
Boeing _ AT 
Allison (General Motors) 41 
Brewster ; Q2 
Republic Somnicsies. Oa 
Aviation 19 
Bell ... 15 
Grumman .. Aste 9 
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financing Under Difficulties 


Among the feathers in the New 
York cap—and in that of Morgan, 
Stanley & Co. as chief underwriter 
also—was the handling of the $75,- 
00,000 U. S. Steel financing. It 
came at a time when the strain on 
American markets was at its height, 
when this was the target of the 
world’s liquidating urge. Had _ it 
failed, the psychological effect would 
have been completely disconcerting. 
The Montgomery Ward plan to sell 
stock to holders at 40 was not strict- 
ly comparable. Besides representing 
amore speculative project, the issue 
was not underwritten and the com- 
pany presumably felt willing to wait 
for its new money in case the market 
turned sour, as it did. After the 
stock had broken below the proposed 
subscription price and the company 
announced cancellation of its plans, 
short covering apparently contrib- 
uted to the limited rally that ensued. 


Careful Phrasing 

Early in the market decline a 
broker ventured to predict: “Unless 
there should be further serious re- 
verses on the Belgian-French front, 
we could expect a sharp recovery in 
this market.” From’ then on, 
though, the reverses were so con- 
sistent that the market had no time 
to catch its breath. 


Machine Tool Backlog 


Among possible bottlenecks in 
any defense program, the machine 
tool industry has been put on the 
spot by recent developments. As 
much or more than in aircraft, the 
impression is that lack of skilled 
labor will prevent any sudden jump 
in output. With a backlog esti- 
mated at better than $300,000,000, 
the tool makers are examining their 
situation to see what can be done 
in advance of a real squeeze. Two 
steps are already being taken. Train- 
ing of new men is being accelerated 
ind enlarged; and foreign orders are 
being limited to a definite relation- 
ship with domestic requirements. 
Among the possible expedients—if 
tools actually show signs of blocking 
production in this country—is the 
“freezing” of automobile models to 
their present status. This seems far- 
fetched now, but we might conceiv- 
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Larger Yields Available 


Among the curiosities of the recent upset in security prices was the strange sight of the 


U. S. Government paying four times as high a rate for money as it had two weeks previously. 


The explanation is that the rate is still microscopic, so far as short term funds are concerned. 
Two weeks ago the Treasury sold ninety-day bills on a discount basis of 0.003 per cent, a week 
ago at 0.016 per cent, and the latest offering at 0.032 per cent. 

Of more practical significance to the average investor are the changes in yields on some 
of the more stable dividend-paying common stocks. All of the issues listed below are regular 


payers, through depressions and booms. 


Their attraction for income purposes has been sub- 


stantially increased by the price changes of the past fortnight. 


Dividend 
American Tobacco B $5.00 
Liggett & Myers B 5.00(a) 
Reynolds Tobacco B 2.30(b) 
American Can..... 4.00 
United Fruit 4.00(c) 
Columbian Carbon 4.50(c) 
Commonwealth Edison 1.65(b) 
Union Pacific... ... 6.00 
Corn Products... .. be 3.00 
Gur Pont:....... 8.00(c) 
American Telephone re 9.00 
General Foods 2.25(c) 
Bristol-Myers. . . a ; .. 2.40 
Sterling Products..... es 3.90(c) 
National Dairy Products. ... 80 


(a)—Including extras. (6b) 1939 payment. 


May 9, 1940 May 21, 1940 
Price Yield Price Yield 
9014, 5.6% 701, 7.1% 

1091/, 4.6 89 5.6 
43% 5.2 35% 6.6 
114 3.5 89%, 44 
8114 4.9 603/44 6.6 
94 4.8 73 6.2 
321%, 5.1 2614 6.2 
941, 6.3 75 8.0 
39 5.9 45 6.7 
18734 4.3 153 5.2 
173', 5.2 1495, 6.0 
48% 4.6 3714 6.0 
51 4.7 39 6.2 
781 5.0 56 7.0 
18 4.4 123%, 6.3 


Payments in last 12 months. 





ably see a model year last two years, 
with only minor changes to stimulate 
buying appetites. Effect on motor 
profits would be probably helpful, 
certainly interesting. 


Incidents of the Knockdown 


On Monday, May 13, Atlas 
Powder made a new high for the year 
and Hercules sold down 9% to within 
a fraction of its low for the year. . 
du Pont broke 19 points one day and 
recovered 6 the next, has since de- 
clined well below the limit of the 
first dip. Interchemical Corp. 


made a new low for 1940 at 3558 on 
the Friday all the trouble started; it 
failed to trade on Saturday, then 
fell over 9 points on Monday... . 
American Telephone resisted the sell- 
ing at first, but then kept sliding 
after other sections of the list had 
stabilized. ... On the day Allied re- 
sistance began to stiffen the market, 
a number of preferred and inactive 
issues ran into their share of the 
selling—American Snuff pfd. down 5 
on the day, Associated Dry Goods 
second pfd. down 14, Beech-Nut 
Packing down 18, Bon Ami A down 5, 
Crane convertible pfd. down 9, 
Cushman 7% pfd. down 814, Foster 


Wheeler pfd. down 14, South Porto 
Rico Sugar pfd. down 1714, United 
Stores pfd. down 1234, Yellow Truck 
7 per cent pfd. down 15... . One 
thing the market can be proud of-- 
during all the excitement and the 
late tickers, trading was stopped in 
only two issues and for short periods 
—United Aircraft for lack of bids and 
Bethlehem Steel for lack of offers one 
day when the short covering was 
urgent. 


Victory Boom 

In Berlin the government has 
found it necessary to limit the 
amount by which stocks can rise in 
a single session. Too much enthu- 
siasm in the stock market over the 
successes in the field would interfere 
with official financing plans. Ship- 
ping and colonial shares are the fa- 
vorites. In London the result of Al- 
lied losses has been to knock the 
industrial average down about 10%, 
but there has been no panic. Con- 
trasted with this action, the New 
York markdown of 23% since May 
10th shows where the blitzkrieg hit 
financial affairs hardest. 

In Berlin, of course, stocks may 
be worth more than currency. Lon- 
don trading is timid and stagnant. 
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Beatrice Creamery Holds Uptrend 


Unspectacular Gains in Profits and 
Dividends Have Continued Into 1940 


BY EDWIN A. 


| — CREAMERY cannot compare in size with Na- 
tional Dairy or Borden, but it is the third largest dairy 
company in the country, had sales of over $63,000,000 
last year and earned a comfortable $3.89 per share in 
the process. Beatrice is named for a small town in 
Nebraska where in the 1890’s George Haskell began to 
shape the company that has since grown to sizeable 
proportions under the leadership of his nephew, Clinton 
Haskell. 

Back in those days the dairy business was pretty 
much in the hands of the local farmers who sold a little 
raw milk, some butter and a few eggs to the neighboring 
townsfolk. George Haskell had ideas on how this could 
be changed and founded a small produce business and 
set about improving the production of butter. Cream 
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separating stations were set up throughout the territory 
around his plant, and the farmers brought their milk to 
be separated. The cream was sold to George and the 
skim milk went back to the farm to feed stock. 

This went on profitably until the farmers began to 
grow weary of bringing in their milk to the stations, 
George Haskell had an idea then. He made a dicker 
with a concern that manufactured hand separator ma- 
chines, and sold some 30,000 such machines to his farm- 
ers on credit. The farmers did their separating at home 
and brought the cream to the stations, which had become 
buying agencies, two or three times a week. The busi- 
ness prospered and much the same methods of collecting 
the cream are used to this day. 


Pioneered Packaged Butter 


In the early 1900’s, with a thriving business to be 
proud of, George looked around for other fields to con- 
quer. He found them by absorbing a number of smaller 
dairy companies in Topeka, St. Louis and Denver. The 
most important acquisition was the Continental Cream- 
ery of Topeka. This company had the trademark, Mea- 
dow Gold, and was marketing practically the only brand 
of packaged butter in the country. This package, to 
which it had the sole dairy rights, was one consisting of 
a cardboard box lined with oil paper that had_ been 
developed some years before for the National Biscuit 
Co., and enabled the company to get away from the 
tubs in which butter had always been sold until that 
time. Beatrice was now big business with earnings hitting 
the $1,000,000 mark year in and year out. 

The dairy industry itself was just getting into its 
stride around 1920 with the formation of National Dairy, 
but Beatrice had remained static for a number of years 
before that time. Old George Haskell died in 1919, and 
leadership was lacking. Matters drifted along in this way 
with the profits coming in steadily, but not growing, 
until 1927. In that year two things happened. The 
leading stockholders and directors tried to sell the com- 
pany lock stock and barrel to National Dairy, and Clin- 
ton Haskell was made general manager. The sale fell 
through because the New York bankers with whom the 
deal was to be made thought that the stock of Beatrice 
was worth only $45 per share instead of the $65 or so it 
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brought in the Chicago market. But Clinton 
Haskell got his chance, and immediately started 
out to expand the company. 

The first successful move in this direction was 
the absorption of the Pioneer Creamery of Gales- 
burg, Illinois, in exchange for $1,500,000 in stock. 
From then on progress was rapid as company 
after company joined ranks with Beatrice by ex- 
changing their stock for that of the larger con- 
cern. In 1929 Beatrice had fifty operating sub- 
sidiaries, thirty creameries, thirty-three milk 
units, fifty-four ice cream plants, nine cold stor- 
age plants and a large number of distributing 
agencies. This brought the company into a 
prominent position in the middle west but left 
it out of the eastern markets with the exception 
of its Holland brand of butter that sold well in 
the New England states because it was good and 
salty. 

Accordingly, in 1930, nothing daunted by the 
depression that had struck the nation like a 
whirlwind, Beatrice voted to increase its capitali- 
zation from $33,000,000 to $50,000,000 and use 
the additional $17,000,000 for expansion pur- >} 
poses. And in short order it bought three ice 
cream units in three eastern and southeastern 
cities, Washington. New York. and Baltimore. 

This gave the company its desired outlet in the 
East for butter and eggs, and a hold on the fast 
growing ice cream market. 

Since that time the company has done little @ 
external expanding with the exception of pur- © 
chasing the Blue Valley Creamery Co. in 1938 
for $411,000. But it has expanded internally by 
changing its line of production to include new 
items and easing off on the less profitable ones. 
This has been very expedient since the most important 
divisions in point of dollar sales are no longer relatively 
the most important in point of profits. Beatrice for in- 
stance sells over 100,000,000 pounds of butter annually, 
which puts it in a class with the huge packing houses 
like Armour and Swift, but although butter sells for 
around 28 cents per pound on the average, the company 
actually makes somewhat less than 1% cent per pound 
profit, and this is sadly curtailed at times by the wide 


swings in the market price of the commodity. Next in 
dollar value come milk, eggs, and ice cream. The first 


two are traditionally difficult to make money on, and 
the company might have had a hard time of it had the 
ice cream business not held up well. 

Today the company is a leading ice cream manufac- 
turer, and derives the greater portion of its profits from 
this source since ice cream is a luxury product and car- 
ries a substantial mark-up. There is also little likeli- 
hood that pressure will be brought to bear, as it has been 
in the milk industry, to reduce profits practically to the 
vanishing point. 

Beatrice has also branched out into a number of lines 
that, although unrelated to the dairy industry, are 
highly profitable in relation to their sales volume. It 
operates cold storage plants, sells orangeade, novelty 
ices and ice creams of the ice-on-a-stick variety, and it 
sells frozen sea foods, poultry, meats and fruits of all 
kinds. The orangeade which it sells already prepared 
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Courtesy Int'l Harvester Co. 


The separator of today is a vast improvement over the one whose sale 


to the farmers saved George Haskell's business. 


to its regular milk customers brings in a high profit mar- 
gin, and sales have passed the 500.000 gallon per year 
mark already. It stores its own merchandise in its cold 
storage plants, and rents space to meat packers, canners, 
and poultry concerns. Of its six plants the largest at 
Chicago has over 3,000,000 cubic feet of capacity while 
the smallest at Topeka has only 218,000 cubic feet of 
capacity, but they are all highly profitable. 

Since Beatrice has been a major factor in the butter 
division of the dairy industry for over fifty years, it has 
developed expert methods of handling the cream and pro- 
cessing it into the finished product. But its testing 
laboratory is the most interesting part of this work. 
IIere nothing has been found to take the place of the 
human element, and the chief testing equipment is the 
tongue of a gifted man who can tell by swishing a lump 
of butter around in his mouth just what part of the 
country the butter comes from. Butter must have the 
right properties in relation to the market for which it is 
destined; salt for New England; almost saltless for New 
York. Then too, it must have all the right characteris- 
tics, smoothness, even coloring, softness. etc.. and these 
are determined by the tester who tastes as many as 250 
samples of butter in a single day. 

Beatrice financed all its expansion operations itself 
without help from the banks or without issuing bonds at 
any time, and today its capital structure remains as sim- 
ple as ever. In addition (Please turn to page 249) 
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BUSINESS: The Savage Arms Corp. 
have long been famous as makers 
include repeating and nonrepeating shot guns, sporting and target 
rifles as well as ammunition. Savage Arms owns the patent rights of 
the Lewis Machine gun used extensively in the first world war but 
not manufactured in sizeable amounts since then. 
manufactures suitable ammunition for guns other than its own and is 
equipped to turn out this material in volume. In order to maintain 
plant operations at close to full capacity the company has expanded 


and its predecessor companies 
of non-military fire-arms which 


its line of products to include household washing and ironing machines, | 


dry-cleaning apparatus and commercial ice-cream cabinets. 


The company also | 





FINANCIAL POSITION: The senior equity of the corporation consists | 


of but 10 shares of 2nd preferred stock out of an original issue of 
2,212 shares and while dividends are non-cumulative, the issue is non- 
callable. About 167,715 shares of no par value common stock follows 
the preferred issue. There is no funded debt and at the close of 
last year there were no bank loans. The year-end balance sheet of 
1939 showed the company to be in a comfortable financial position 
with current assets of $2,788,000 and a current asset ratio of better 
than six to one. Cash in excess of $822,000 was apparently ample for 
the company’ $ purposes and inventories of $1,704,807 were not too high 
in view of the company’s annual sales and prospects. Despite the obvi- 
ously luxury nature of most of the company's products it only lost money 
in the three worst years cf the depression. 
was contra-seasonally good with a profit of $0.14 a share of common 
stock as compared with a loss of approximately double that sum in the 
similar quarter of 1939, 


OUTLOOK: While Savage Arms specializes in sporting fire-arms, the 
company is in an excellent position rapidly to convert its output into 
military equipment. This is particularly true of the ammunition division 
and the section devoted to the manufacture of machine guns. 


MARKET ACTION: Savage Market Savage's moves in 
Arms Corp. Average rel. to avge. 
‘37 high to '38 low ee 67% decline 64% decline 4% wider 
38 low to '38 high....... = advance 16% advance 64% wider 
'38 high to '39 low....... 5% decline 34%, decline 32% wider 
39 low to '39 high 144% advance 146, advance 159% wider 


‘ iar volatility on four moves 65% greater than M. W. S. index of 309 common 
stocks, 


The first quarter of 1940 | 


COMMENT: Recent price 20—The company's ability to make military | 


guns—as well as sporting pieces—should result in extensive business 
in the near term. 


Long-Term Record 





Total Net 

| I Net Per Divi- Price 
Year (thousands) (thousands) Share dends Ran 
Ee $.562 $.340 96 2.00 3134-1214, 
.. ae d .72 d .566 d3.44 1.25 2014- 35 
., es d .138 d .349 d2.15 saceee T3- 1% 
|) ee 14 d .236 d1.47 ae 12 -2% 
i ee -182 Ed 0.10 i 1214- 51%, 
ai 297 -102 0.57 : 13%- 6 
ee .451 -246 1.45 1.00 17%-11 
| Lee -786 457 2.72 1.50 27'%-11 
1938 305 .60 0.36 0.25 1934- 83/4 
1939. 650 349 2.08 1.25 23 -103%4 







| 


BUSINESS: The company manufactures universal joints and propeller 
shafts for automobiles as the leading products and also a line of 
axles, frames, shock absorbers, transmission equipment and clutches. 
All of the company's products are used as original equipment for 
new cars and thus the company is dependent solely upon the activity 
of the major automobile and truck manufacturers for its volume of 
business. The company has extensive over-seas interests where Spicer 
equipment is standard for almost all English cars and is used extensively 
in France. In 1938 Spicer introduced a hydraulic torque converter 
which permits buses to operate in city traffic without shifting gears. 


FINANCIAL POSITION: While the company did not report any bank 
loans or funded debt at the end of the fiscal year—August 31, 1939— 
there were 70,000 shares of $4 dividend preferred stock preceding 
the 300,000 shares of common stock authorized and outstanding. The 
financial position on that date was strong with current assets of 
$4,668,305 exceeding current liabilities by nearly 4 to 1. Cash of 
nearly $1,400,000 was ample for the company’s needs and inventories 
of $1,315,317 were then adequate. It is likely that the inventory 
figure has since been expanded in keeping with the improved outlook 
for the company but such an increase is in keeping with the practice 
of most of the companies engaged in a similar line of business. The 
company paid a common dividend of $0.50 a share prior to the close 
of the 1939 fiscal year but since that time has made distributions 
amounting to $2.50 a share. Earnings for the first six months of the 
current fiscal year were equal to $3.36 a share. 


OUTLOOK: The growing need for innovations in the automobile indus- 
try in order to furnish additional selling points should result in popular 
acceptance of the newly developed liquid drive. Coupled with the 
probable demand for additional truck and bus equipment for military 
use both here and abroad the new product should be productive of 
continued good business. 


MARKET ACTION: foicer Market Spicer's moves 

'g. Co. Average in rel. to avge. 
'37 high to ‘38 low...... 50% dogiine 64% decline 9% narrower 
38 low to '38 high 126%, advance 16%, advance 65% wider 
‘38 high to '39 low 37% decline 348 decline - 4 wider 





"39 low to '39 high... 212% advance 44% advance 382% wider 
Average volatility on four moves ‘approximately equal on decline but meat, greater on 
advances than M. W. S. index of 309 common stocks. 


COMMENT: Recent price 24—In view of the good prospective earnings 
for this year, the market price should recover much of the recently 
lost ground. 


Long-Term Record 





I Net Per Divi- Price 
Year (millions) Pes al Share dends Range 
oe -300 d$.176 d$1.33 Eris 36%- 75% 
Mate se. d.344 d.997 d3.62 es 173/4- 6 
., ee d.818 d1.344 d5.48 we lia 8ih- 3 
1983....... d.009 d.131 d1.44 hee 16 - 5 
oS ae -791 .670 1.38 ohn 13 
1935....... -733 -629 1.40 ac 15%- 8% 
1026....... 1.772 1.489 4.26 3.00 37-13% 
Won? .......- 1.524 1.293 3.61 2.00 35 -10 
gpae:........ gn — rend 0.50 171h- 7% 
*1939 50 343-11 


867 556 Oo. 
*—Fiseal year i to gua 31in 1939. Other years Dec. 31. 
d—Deficit. 
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BUSINESS: Allen Industries manufactures upholstery felts and jute | 
products used for automobiles, rug pads and insulation for steam 
pipes as well as other commercial applications. The raw materials 
are mainly cotton linters, waste jute fibres, animal hair and burlap. 
About 60% of the company's business is with the automobile trade, 
30% in rug pads and the like while the relatively small remainder is 
mostly with the railroads. 


FINANCIAL POSITION: The funded debt consists of $451,800 of 
4/,% mortgage bonds, payable $5,500 monthly and due December 
|, 1945. There is an issue of 40,000 shares of preferred stock authorized 
but as yet unissued and 262,800 shares of $1 par value common stock | 
in the hands of the public. Despite the fact that the business is | 
greatly dependent upon the automobile industry the company has | 
experienced but one operating loss—l93!—since the outset of the 
depression. The financial position is adequately strong for a company | 
of its size with current assets at the close of 1939 amounting to | 
$1,606,333 or nearly three times total current liabilities. 


| 
OUTLOOK: Obviously, sales are greatly dependent upon the activity | 
of the automobile industry and in the past the best results coincided 
with peak volume for its principal customers. With the prospect of at 
least as good automobile sales this year as in 1939 it is probable that 
the company will report equally as satisfactory earnings as a year 
ago. Raw material costs—since most of the raw materials are scraps 
and waste—should not present an overburdening problem. The 
increase in consumer buying power should also be reflected in better 
sles for rug-pads and the activity in factory and ship construction 
should furnish improved business for the steam-pipe insulation and | 
of the company's business. The common stock's equity value—which | 
amounted to $9.50 a share at the 1939 year end—should be further | 
improved in 1940 since first quarter earnings were about 40% higher | 
than in the same period of last year. 


MARKET ACTION: Allen Market Allen's moves 
ao Industries Average in rel. to avge. 
‘37 high to '38 low....... 84% decline 64% decline 31% wider 
Blow to '38 high....... 21 6% advance 16% advance 197% wider 
‘high to '39 low....... 80% decline 34% decline 135% wider 
Wlow to 39 high....... 15% advance 44% advance 10% wider 


: Average volatility on four moves 111% greater than M. W. S. index of 309 common 
locks, 


COMMENT: Recent price 7!/,—The company should show better re- 
wlts this year due to probably higher sales of trucks and automobiles | 
adaptable to military needs. 


Long-Term Record 


a 


Net Net 

Sales Income Net Per Divi- Price 
Year (millions) (millions) Share* dends* Range* 
i —_—e NF $.097 $.19 am. 35e~ 11/4 
. ae NF d .075 d .44 Lae 2-+% 
1932. $1.204 -03 ae ' Ye- 1 
ee 1.891 1131 .38 es lie 1h 
1934. 2.607 .221 73 Se Yee 1 
1935. 4.628 538 1.95 $1.00 4134- 63 
| ee 6.056 736 2.97 1.75 2814-185, 
: 6.405 ~362 1.42 1.00 27/2- 61 
eee 3.731 .084 0.33 , 1414- 41 
| ae 5.772 459 1.75 1.00 11%- 634 

NF—Not available. 


Adjusted to present capitalization. 
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BUSINESS: The company operates shipbuilding yards at Bath, Me.. 
where it specializes in the construction of destroyers, coast-guard 
tenders, patrol boats, quarantine tugs and ferry boats for the U. S. 
Government; trawlers and yachts for the public and also does a certain 
amount of repair work. The yards contain five launching ways, all 
of which are currently full and promise to continue to be so for some 
time to come. 


FINANCIAL POSITION: At the close of 1939 the company showed 
notes payable amounting to $866,666. Since that time the company 
reports that it has paid off $800,000. The sole equity obligation is 
418,974 shares of $1 par value common stock outstanding from an 
authorized issue of 500,000 shares. The 1939 balance sheet disclosed 
a strong financial position with most of the $4,655,869 of current 
assets being either in cash or amounts due from the U. S. Government 
for work completed or to be completed within a relatively short 
time. Current liabilities of $2,618,775 have since been reduced by 
the $800,000 bank loan repayment which was carried as a current 
item. The company's inventory position was very low with but $54,481 
shown on the books for materials and supplies on hand. Due to a 
restrictive clause in the indenture securing the company's notes, no 
common dividends have been paid in recent years with the exception 
of the 6% stock dividend distributed in 1937. 


OUTLOOK: As of December 31, 1939, the company had contracts on 
hand amounting to $30,801,307 of which $17,184,582 remained to be 
completed. The uncompleted portion was equivalent to more than the 
entire gross revenues for 1939 and indicates that without the addition 
of further business there is sufficient on hand to maintain operations 
at close to peak levels for the remainder of 1940. The recent widening 
of the scope of hostilities abroad has reawakened Congressional 
interest in further expansion of the American defenses which will 
include heavy additions to the Navy. As one of the leading builders 
of smaller naval craft in this country it is likely that Bath lron Works 
will receive as much additional work as it can reasonably handle. 


MARKET ACTION: Bath Iron Market Bath's moves in 
Works Corp. Average rel. to avge. 
‘37 high to '38 low....... 65% decline 64% decline 1% wider 
‘38 lowto '38high....... 123% advance 16% advance 61% wider 
38 high to '39 low....... 50% decline 34% decline 471% wider 
'39 lowto 39 high....... 162% advance 44% advance 270% wider 


o* caad volatility on four moves 95% greater than M. W. S. index of 309 common 
stocks. 


COMMENT: Recent price |1!/2—The government's demand for a larger 
navy will keep the company operating on full time for several years 
to come. 


Long-Term Record 


Gross Net 

Revenues Income Net Per Price 
Year (millions) (millions) Share Range 
1933 $1.7 $.019 $0.05 NF 
1934 2.738 -200 0.51 NF 
1935 3.816 .301 0.76 NF 
1936 6.746 229 0.58 NF 
1937 8.293 .020 0.05 11%- 3% 
1938.... ; 8.608 -130 0.31 9%4- 41 
ee 3 a 15.026 661 1.58 1214- 4% 

NF—Not available. 
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BUSINESS: Cutler-Hammer, with its well diversified line of manually- 
and mechanically-operated electric machine control devices as well 
as all manner of resistance units, clutches and brakes, switch boxes, 
theatre dimmers, lifting magnets etc., services practically every branch 
of heavy and light industry. In the machine tool field, for instance 
C-H controllers are standard as they are for printing presses and steel 
rolling mills. The U. S. Navy and the Army are large users of Cutler- 
Hammer equipment. The Army utilizes many of the products in its 
flood control operations. Sales offices and agencies are maintained 
throughout the country as well as in Canada and Alaska. 


FINANCIAL POSITION: There is no funded debt and at the close of 
1939 there were only $300,000 of notes payable outstanding. The 
common stock—which was split 2 for | in 1937—is outstanding in 
the amount of 659,998 shares of no par value. The current asset ratio 
of better than 5 to | at the year end indicated a substantial financial 
position although inventories of $2,604,093 were expanded nearly 
50 per cent from the year before at the expense of cash position 
and the addition of small bank loans. Although sales have followed 
closely industrial activities losses in the poorest years have not been 
substantial and withal the company has maintained a fairly liberal 
dividend policy. Last year the company distributed $0.75 a share on 
the split stock as compared with per share earnings of $1.23. 


OUTLOOK: Since so much of the company's products enter into almost 
every phase of industry the company stands to benefit substantially 
this year. Net sales are no longer reported but from gross operating 
income it would appear as if 1939 results were quite close to the 
record year of 1937 when net sales totalled $12,765,445. Increased 
takings of equipment by machine tool makers, paper mills, the public 
utilities, the railroads and the shipbuilding industry as well as for 
military purposes indicate that even 1937 banner results may expect 
to be exceeded this year unless unforeseen adverse factors develop 
in-the interim between now and the year end. 


MARKET ACTION: Cutler- Market Cutler-Hammer's 
jammer, Inc. Average moves in rel. to avge. 
‘37 high to ‘38 low....... 10% decline 64% decline % wider 
‘38 lowto ‘38 high....... 121% advance 16% advance 59%, wider 
*38 high to '39 low....... 53% decline 34% decline 56% wider 
*39 low to '39 high....... 83% advance 44% advance 89% wider 


. Average volatility on four moves 53% greater than M. W. S. index of 309 common 
‘ocks. 


COMMENT: Recent price 17—Sales are high and are increasing while 
shipments continue at close to record levels. 


Long-Term Record 





Net Net 

Sales Income Net Per Divi- Price 
(millions) (millions) Share* dends* Range* 
$9.343 $1.190 $1.80 $1.75 4514-1712 
5.913 d .501 d0.76 ee 20%-- 314 
3.002 d .738 d1.13 6 - 1% 
3.655 d .130 d0.20 1014- 214 
5.118 2066 0.10 tea 10%- 51% 

7. 60 0.92 13 23%- 8 
10.743 1.315 1.99 1.38 417%-215/2 
12.765 1.274 1.93 1.25 4534-181, 
7.798 d .307 d0.46 wees 2914-131, 
; NF 815 ‘1,93 0.75 25-13% 

*—Adjusted to present capitalization. d—Deficit. NF—Not available. 





BUSINESS: Hercules Motors manufactures a line of light- and heavy- 
duty four and six cylinder gasoline engines and also a line of Diesels. 
The company started in business by supplying a heavy duty, four 
cylinder gasoline engine for truck duty but has since expanded the 
field of application for its products to include stationary engines as 
well as motive power for buses, trucks and agricultural machinery. 
The Diesel engines made by Hercules are well regarded but as yet 
the major emphasis is upon the gasoline actuated line of motors. The 
company's high speed Diesel engine provides the major opportunity 
for expansion of sales especially since the business other than trucks 
and buses is becoming of greater importance than the original line. 


FINANCIAL POSITION: There is no funded debt and there are only 
311,100 shares of no par value capital stock outstanding. At the close 
of 1939 current assets of $3,583,692 were about 3!/, times as large as 
the then total current liabilities. Although cash items of $321,412 
were relatively low, they were markedly better than in the previous 
year and since the company no longer ha: any bank loans any tempo- 
rary deficiency in cash resources may easily be tided over on a favor- 
able basis. Net income per share was, however, the second best since 
1929 and earnings of $0.60 a share in the first quarter of 1940 as com. 
pared with $0.40 in the same period of 1939 give promise that the 
current year will prove to be even better than 1937. 


OUTLOOK: The increase in the pace of our own rearmament and the 
need for military vehicles will probably increase the demand for 
motors and engines such as this company manufactures. Moreover, the 
trend toward separate power supply sources both on farms and in 
industry is expected to give a sharp impetus to Diesel manufacturers 
among which is included the Hercules Motors Corp. Over the longer 
term it is probable that Diesels, especially of the high speed type, 
will be in increasing demand from the truck and bus industry. 


MARKET ACTION: Hercules Market Hercules’ moves 
Motor« Corp. Average in rel. to avge. 
‘37 high to '38 low....... 74% decline 64% decline 15% wider 
*38 low to 38 high....... 103%, advance 16%, advance 35% wider 
*38 high to '39 low....... 50% decline 34% decline 41% wider 
*39 low to '39 hish....... 84% advance 44% advance 89% wider 


eames volatility on four moves 46% greater than M. W. S. index of 309 common 
stocks, 


COMMENT: Recent price 13—With national defense expenditures 
scheduled to advance sharply all motor and Diesel makers should 
benefit extensively. 

Long-Term Record 


Net Net 


Sales Income Net Per Divi- Price 
Year (millions) (millions) Share dends Range 
1900....... NF $.388 $1.24 $1.80 31-13% 
et. NF 325 1.05 1.00 18 -5 
. NF d .130 d0.42 0.40 Bih- 4h 
1933....... NF 077 0.25 ie 7-3 
1934....... NF 215 0.69 0.60 12/g- 5% 
ee NF ] 400 1.29 0.80 361-11 
Sees NF .433 1.39 1.75 41-25 
apet....... $10.588 721 2.32 1.00 395-11 
ee 6.8 -170 0.55 ers 2014-10 
ee 9.642 3 2.07 0.50 183-10 

NF—Not available. d—Deficit. 
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The Bond Bulletin 


All Obligations Hit Hard and 
Bargains May Soon Be Available 


Conducted by J. S. WILLIAMS 





— 
— 
i] 
=m 
7] 
e M. W. S. Bond Index 
5 1939 1940 May May 
a High Low High Low 18 25 
heavy. MEMiGh Grade RGUS. «<:..<.60cc0csee cece ® 118.0 109.5 115.0 109.2 111.2 109.2 
Diesel, 10 Second Grade Rails................... 42.9 31.3 37.0 27.7 28.7 27.7 
y, four #10 High Grade Utilities.................. 112.9 109.3 113.0 110.9 111.7 110.9 
led the B10 High Grade Industrials................ 111.7 104.9 112.0 109.0 109.0 108.1 
rent 40 Domestic Corporate .......... ...... 95.9 84.9 93.4 89.1 90.0 89.1 
as yet 
rs. The 
ortunity B - p 4 : 
. ou onps over the past fortnight were unable to offer any be entailed by the sale of most foreign bonds at this 
ial line. § considerable resistance to the wave of frightened selling time, the implications of the recent trend of events in 
re only Which suddenly swept over the stock and commodity Europe and elsewhere in the world should not be ignored. 
ie close B markets. All classes of issues, Treasury obligations and The contingencies in the situation are so appalling the 
ones other high grade bonds, as well as the more speculative foreign bonds will continue to be extremely vulnerable 
oreviow  ssues, declined to new lows for the year. At this writing for an indefinite period. 
—_ the bond market, and particularly the high grade sec- ** # 
“t sine (tion, is holding somewhat above the lows of last year Not the least of the many market repercussions has 
as con- made at the outbreak of the war. Reports were con- been the decision to postpone several large new bond 
hat the Bfrmed during the past week that banks and other large issues which were scheduled to be offered. It is not un- 
institutional investors were quick to take substantial likely that the $75,000,000 U.S. (Please turn to page 256) 
and the advantage of lower prices to enlarge their bond port- 
and for ” as ; 
ver, the @0lios. Federal Reserve Banks placed supporting orders 
and in for Government obligations but actual purchases were New Issues Marketed or Planned 
eal ma considerably smaller scale than last September. inte pee Price 
d type, 7 7 lowa Southern Utilities Co. 
As a result of the events of the past two weeks, bond tA de 9/0/70. 8s sss sees sssss--+ $19/000,000 
moves Bilvestors are now offered a number of excellent issues : : ; 
 avge. : . ; ‘ Indianapolis Power & Light Co. 
wide oa yield basis which appears genuinely attractive by ere $32,000,000 op 
wide © COutrast with the low returns at previous peak levels for jersey Central Power & Light Co. 
yider yf the bond market. Many issues which previously were _ 1st3%s,due 1965............0....00000005. $38,000,000 (a) 
vllng above their call price are now obtainable at prices Texas Corp. 
nditur Bvhich have eliminated the threat of a capital loss in the Deb. 234s, due 5/15/65...................-. $60,000,000 op 
should : ; ; ; 
vent of prior redemption. Bargains, however, may United States Steel Corp. 
, es rer 2 Peay eee Serial deb., due 1940-1955................... $75,000,000 100 
‘tm even more obvious several weeks hence. OP—Offering postponed. *—In registration. (a)—Amended statement. 
* * * 
Rease § Foreign Bonds Still Vulnerable—As might be ex- Important Bond Calls 
1-1 Erected from the nature of recent war developments, Issue Amount Price Date 
s%- the foreign bond section suffered the heaviest losses. Container Corp. 
# - 5 Mi f : ae ; 1st mtge. 6s, due 6/15/46................ gb 10114 6/15/40 
ie Minus signs of 30 points, and more, were shown by the arti actee 
frivfek’s close. This publication has for some years warned  Sesther Advanes Bas & Peper a 
4-1 ts readers against the hazards of investing in foreign Advance B. & P. 1st 6s, due 6/1/52....... E. I. 103 6/ 1/48 
ee Fovernment and corporate obligations—those of nations United Merchants & Manufacturers 
. . . / 1 
whose credit standing appeared unquestionable as well 6°" Tt 6 due 12/15/45..........--..- ~— — ct 
as al iscies P ; . ! “4 United States Steel Corp. 
the external issues of the defaulting South American pr ge fone 0 lr — as wisi 






untries. Despite the substantial declines of the past 
‘wo weeks, and the heavy losses which would doubtless 
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E, I.—Entire Issue. 








Link-Belt Sells Efficiency 


Industrial Engineering and Mechanical 


improvements Have Paid Dividends Since 1882 


BY GEORGE 


can justly boast that its products find 
their way into every industry in the nation. Broadly 
speaking these include practically everything for han- 
dling materials mechanically and for the transmission of 
power from one shaft to another. Although the com- 
pany was formed back in 1880 to specialize in the 
manufacture of detachable chains for industrial pur- 
poses, it soon branched out into other lines and today 
its factiries turn out locomotive cranes, gasoline 
crawler cranes and shovels, car dumpers, grain car 
unloaders and boat unloaders, speed reducers, oil pump- 
ing units, coal tipples, and sand and gravel washing 
machines. And the sum total of all these various lines 
far outshadow the original chain production of the 
company. 

Link-Belt has expertly exploited the so-called hidden 
factor—manufacturing and productive efficiency—in its 
sales program, and brought home to both large and 
small industrialists the point that power transmission 
and conveyor systems are far more important than they 
would at first glance appear to be. It has proved that 
the essential profit margins can be greatly improved 
through the installation of modern equipment right 
down the line. For instance in connection with their 
development a few years ago of a new hydraulically 
operated control system on shovels and all types of 
cranes, they demonstrated graphically the striking gain 
in efficiency of the almost automatic controls over the 
old hand operated levers. Through constant research 
on the operating problems of a wide range of industries 
and then the development of equipment designed to 
solve them, the company has achieved something of a 
reputation as an industrial engineering expert. 

Production is completely integrated inasmuch as 
Link-Belt has its own steel and machine shops, malleable 
iron foundries, gray iron foundries, and steel casting 
plants which supply the greater portion of the require- 
ments of its manufacturing divisions. These are spread 
over six plants located throughout the country in In- 
dianapolis, Chicago, Philadelphia, and Atlanta, and 
cover an area of approximately 37 acres. 

The sales of the company break down about as fol- 
lows: 38 per cent chain belts, 29 per cent mechanical 
conveyor equipment, 13 per cent power transmission 





W. MATHIS 


equipment, and the remainder, power shovels, vibrating 
machines, pumps, automatic stokers, and miscellaneous 
equipment. A good portion of the revenue is derived 
from active repair and servicing divisions that work 
hand in hand with the sales departments, and the con- 
pany’s largest customer is the automobile industry 
which takes about 10 per cent of the total output. While 
Link-Belt is a leading factor in the execution of tailor. 
made jobs under contract specifications, it does not ob- 
tain any appreciable portion of its income from this 
source, all reports to the contrary notwithstanding. 
Certain spectacular jobs like the installation of convey- 
ing equipment carrying heavy raw materials down long 
inclines may cost as high as $500,000, but these are few 
and far between and the average demand is for standard 
equipment that is produced on a mass basis and 
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matic stoker that the company manufactures 
has also shown gains in sales in line with 
the growing demand for such units in small 
houses. 

Last year was a good one, although not one 
of the best and far behind the previous best 
year, 1937. This is accounted for by the fact 
that the business gains shown last year all came 
after the middle of the vear, and in spite of the 
accelerating impetus of the outbreak of war in 
Europe, came too late to be reflected sharply 
in the company’s sales. This contrasts with 
1937 which followed the relatively good year of 
1936 and did not turn downward until late in 
the third quarter. Currently sales are ata good 
rate, with the first quarter total up to $6,101,- 
067 as compared with the $4,533,553 reported 
for the first quarter of 1939. This increase of 
about 35 per cent in sales brought a better than 
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Triangle Photo 


Spectacular long haul conveyor systems similar to the above constitute 


only a small part of sales. 


costs on the average only a few thousands of dollars. 

The company is mainly dependent on the general 
level of business activity in the country for its earnings, 
and sales tend to follow this pattern closely, allowing of 
course for the normal cycle in heavy producing fields 
which is the same for industry the world over. First 
the level of operations is stepped up—then inventories 
are increased to guard against a rise in costs, and lastly 
methods of improving efficiency and output are sought. 
Here Link-Belt steps in and makes its sales. Of course 
an effort is made to counteract this trend by pointing 
out the advantages to be gained through the possession 
of new and modern equipment in times when the rest 
of industry is primarily concerned with keeping out of 
the red and will not entertain any ideas of new capital 
outlays. The better machinery enables greater produc- 
tion at lower cost, but human nature being what it is, 
comparatively few sales are made on this basis. 

The industrial washing machines that the company 
has developed have found their way from the coal and 
ore industries where their complete action in washing 
and drying various materials without damage is highly 
tegarded. Another development of Link-Belt is a ma- 
chine that produces artificial snow that is so soft it can 
be packed around perishables without spoiling them. 
This is important in the shipping of fruits and vegetables 
such as lettuce where the sharp edges of the ice for- 
merlv used cut into the lettuce leaves causing them to 
tum brown, and resulted in much waste. The auto- 


JUNE 1, 1940 


140 per cent gain in net profits which came to 
$0.54 per share as compared with profits of 
$0.22 per share in the like period of last year. 

Total sales last vear came to $22,949,981 as 
against total sales of $18,518,084 for the full vear 
1939, and earnings were equal to $2.23 per share 
as contrasted with $1.32 per share last vear. The 
backlog of orders on which the company is op- 
erating has shown no decline from the high 
point of 1939, with current bookings well ahead 
of the same period twelve months ago, and equal 
to the rate of bookings at the peak around last 
October. Thus it is logical to expect a con- 
siderable gain in earnings this year over 1939 
since sales normally show seasonal gains to- 
wards the third and fourth quarters anyway. 

The company is able to control expenses excel- 
lently during periods of slackening business, and in spite 
of the drop in sales from their high levels around $26,- 
000,000 in 1929 to a low of $6,807,000 in 1932, the lat- 
ter was the only year in the history of the company 
that it reported a loss and that was less than one 
million dollars after providing over $500,000 for the 
regular depreciation account. This coupled with the 
fact that it has no funded debt and only a small issue 
of preferred stock outstanding has enabled the pay- 
ment of dividends regularly every year since 1882. 
This comes close to the record for almost any company 
in the country and is all the more outstanding in con- 
sideration of the fact that its sales are confined to 
heavy industry where excellent earnings are balanced 
by heavy losses in bad years, and might be worthy of 
such enterprises as food companies and retail stores 
that satisfy steady consumer demand. 

The capital structure of the company consists of 
3,948 shares of 614 per cent preferred stock of $100 
par value, and 718,066 shares of common stock. Divi- 
dends on the common after provision for the pre- 
ferred came to $1.50 per share, up moderately from the 
$1.25 per share declared in 1938, and in line with the 
conservative policy that has long been maintained. 
During the year the company purchased 148 shares 
of its own preferred shares at the call price of 120, and 
at the end of the year canceled the 978 shares of this 
stock which it had previously held in the treasury. Such 
a policy will perhaps see the (Please turn to page 252) 
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Substantial Profits on Small Capital! 


Recent Drastic Market Reaction Creates Exceptional 
Profit Possibilities in Sound Low-Priced Common Stocks 





OUND common stocks, low and 


out the recent severe market de- 





moderate in price, form our 


Unusual Opportunties Program. 


Rare Opportunities 


cline these issues have been re- 
analyzed. From this new group, 
our recommendations will be made. 


Price alone, however, is not enough. 
On account of this very factor, all 
issues considered have to be listed 
on the New York Stock Exchange 
and pass a rigorous test made by 
our analysts. 


Every stock approved must have 
a sound capital structure and out- 
standing earnings prospects. Cur- 
rently it must.be-in a position to 
benefit from war orders and our 
huge armament program. Above 


Now Open... 


Today’s bargain prices in sound 
low-priced common stocks develop 
about once every three years... 
only in periods of stress and forced 
liquidation. 


Such stocks, usually in weak hands, 
sell off drastically to fractions of 
their former prices. They quickly 
establish extreme low levels at which 
they are temporarily available. 


These selected issues are among the 
first to rebound sharply and show 





Temporarily quoted around 15, 
these stocks can quickly rebound 
into the 20-25 price range. 


Consequently, profits of 5 to 10 
points should be available in such 
issues. They should prove most 
profitable mediums for the re- 
placement of present holdings that 
face a dubious outlook. You may 
switch 25 shares of a stock around 
30, into 50 of a stock at 15, and 


all, the issue most hold unusual 





substantial percentage gains. 


materially enhance your profit 











profit possibilities. 


| 
A 


prospects. 





Only $1000 Required . . . This Unusual Opportunities 
Program is one of the most popular provided by THE 
FORECAST. With $1000, it may be followed in 10 share 
lots, generally on an outright basis. With a larger amount, 
you may proportionately increase your operating unit. 
The maximum number of stocks carried at one time is five. 
Capitai or Collateral goes a long way in taking advantage 
of these low and moderate priced trading mediums. 


Profits of 5 to 10 Points... At current market levels, 
many selected stocks that meet our Unusual Opportunity 
qualifications are selling within our price limit. Through- 


3 Stocks Considered . . . Three Unusual Opportunities 

. averaging around !5 ... are now being considered. 
They will be recommended to you as a FORECAST sub- 
scriber . . . when our market technicians feel it is the most 
opportune time for you to buy. 


Commitments will then be kept under our continuous su- 
pervision and we shall advise you . . . by telegram and 
by mail... when to close them out and whether to keep 
your funds liquid or make new purchases. 


Mail the coupon below to take an advantageous position 
in these three Unusual Opportunities. 





THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 
90 BROAD STREET CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 


I enclose [] $75 to cover a six months’ test subscription [] $125 to cover a full year’s subscription to 
The Investment and Business Forecast starting at once but dating from July 1, 1940. I understand 
that regardless of the telegrams I select, I will receive the complete service by mail. [|] Check here if 
FREE Air Mail is desired in the United States and Canada where it expedites delivery of our bulletins. 


Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our 
Private Code after our Code Book has had time to reach you.) 


O UNUSUAL 
OPPORTUNITIES 


Low-priced Common Stocks for Market Appreciation. One or two wires a 
month, on average. Maximum of five stocks carried at a time. $1,000 capital 
sufficient to buy 10 shares of all recommendations on an outright basis. 


Active Common Stocks for Short Term Profit. One or two wires a month, 
on average. Maximum of five stocks carried at a time. $2,000 capital 
sufficient to buy 10 shares of all recommendations on an outright basis. 


O TRADING 
ADVICES 
Dividend-paying Common Stocks for Profit and Income. One or two wires a 


month, on average. Maximum of five stocks carried at a time. $2,000 capital 
sufficient to buy 10 shares of all recommendations on an outright basis. 


O ©6.BARGAIN 

INDICATOR 
ne Sn yr erg Ras Net Pah i Eg CAPITAL OR EQUITY AVAILABLE 
ADDRESS 


TL ee ee eee Ce Le RUMI fis he hu cars etry rear teres eels June 1 
Continuous Consultation. Submit Your Securities for Our New War Market Analysis. 





FREE 
Service 
to 
July Ist 


We serve only in an 
advisory capacity, han- 
dle no funds or securi- 
ties and have no finan- 
cial interest in any 
issue or brokerage 
house. Our sole ob- 
jective is the growth 
of your capital and 
income through coun- 
sel to minimize losses 
and secure profits. 
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CONCLUSIONS 


BUSINESS ACTIVITY 
M_W.S. Index 





INDUSTRY—Expanding expenditures 
for home defense should cushion ad- 
verse effects of eventual peace in 
Europe. 











TRADE—Retail sales and factory 
bookings continue to rise, despite 
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2 anxiety over the European situation. 
a 
al COMMODITIES—Prices break and 
oo 10 se general tone nervous. Industrial 
cull P buyers confused. 
most 
> re- MONEY AND CREDIT — Broker's 
5 that loans and commercial borrowings 
| may slump. Large scale support to 
round 2" Government bond market not re- 
a quired. 
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US SU- Led by greater than normal seasonal expan- 4 U S | N E SS CR E D | i 


n and sion in production of Steel, Coal and Auto- 
. keep mobiles, per capita Business Activity since 
our last issue has risen more than two points, 
to a level nearly 13% above last year, thereby 
dsition retracing about 30% of ground lost during the 
sharp recession of the first quarter. 
ee, ee 


A conclusive Nazi victory, followed by peace, 
would have an adverse effect upon our own 
economy of greater or less severity and dur- 
ation, depending upon the intelligence and 
energy with which America faces the new order 
abroad. If British and French colonies continue 
to resist after defeat of the mother countries, 
American industry will continue to operate 
under the dual stimuli of expanding exports 
and larger expenditures for home defense. 

eg’ ® 

In the improbable event of universal peace 
in the near future, the resulting business recess- 
ion in this country would be cushioned in some 
measure by rising activity in the airplane, ship- 
building and armament industries. According 
to testimony by Army Air Corps Chief Arnold, 
the proposed 50,000 planes for our Army and 
Navy, including training of necessary ground 
crews, will cost $7,000,000,000, or ten times 3 
what the President has asked for. Other re- Set A ee eee 

(Please turn to next page) t1O WEEK RUNNING AVERAGE OF 140 CITIES 
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Business and Industry 





Date 


Latest 
Month 


Previous 


Month 


Last 
Year 


PRESENT POSITION AND OUTLOOK 








INDUSTRIAL PRODUCTION (a) 


102 


104 


92 





INDEX OF PRODUCTION AND 
TRADE (b) 
Production 
Durable Goods 
Non-durable Goods 
Primary Distribution 
Distribution to Consumers 
Miscellaneous Services 


86 
86 
73 
93 
82 
92 
88 


87 
87 
75 
94 
82 
92 
89 


81 
19 
64 
87 
75 
90 
83 





WHOLESALE PRICES (h) 


78.6 


78.4 





INVENTORIES (n. i. c. b.) 
Raw Materials 
Semi-Finished Goods 
Finished Goods 


95.7 
87.7 
109.7 


97.0 
84.6 
109.9 





COST OF LIVING (d) 
All Items 


Purchasing value of dollar 


85.9 
719.9 
86.7 
73.2 
85.4 
97.0 
116.4 


85.5 
78.8 
86.6 
73.2 
85.8 
96.9 
117.0 





NATIONAL INCOME (cm)?.... 


$5,936 


$5,567 





CASH FARM INCOME?t 
Farm Marketing 
Including Gov't Payments 
Total, First 4. Months 
Prices Received by Farmers (ee).. 
Prices Paid by Farmers (ee) 
Ratio: Prices Received to Prices 


Paid (ee) 


$559 
625 
2,615 
98 
123 


80 


$537 











FACTORY EMPLOYMENT (f) 
Durable Goods 
Non-durable Goods 





FACTORY PAYROLLS (f)..... 
(not adjusted) 





RETAIL TRADE 
Department Store Sales (f) 
Chain Store Sales (3) 
Variety Store Sales (9) 
Rural Retail Sales (j) 
Retail Prices (s) as of 


Apr. 
Apr. 
Apr. 
Apr. 
May 1 


90.0 
115.0 
119.0 
125.4 

92.8 


89.0 
115.0 
119.0 
136.6 

92.8 


88.0 
109.8 
114.3 
130.8 

89.1 








FOREIGN TRADE 
Merchandise Exportst 
Cumulative year's total} to 
Merchandise Importst 
Cumulative year's total to 


Apr. 
Mar. 31 
Mar. 
Mar. 31 


$315.4(pl) $344.1 


1,068.8 
216.7 
658.4 


$227.6 
699.4 
190.5 
526.8 





RAILROAD EARNINGS 
Total Operating Revenues * 
Total Operating Expenditures* . . 
Taxes * 
Net Rwy. Operating Income*... 
Operating Ratio % 
Rate of Return % 


1st 3 mos. 
1st 3 mos. 
1st 3 mos. 
1st 3 mos. 
1st 3 mos. 
1st 3 mos. 


$985,982 
746,454 
91,938 
115,108 
75.71 
2.40 


$897,774 
693,925 
86,089 
85,960 
77.29 
1.79 








BUILDING Contract Awards (k) 


Apr. 





F. H. A. Mortgages 
Selected for Appraisal f 
Accepted for Insurance f 
Premium Payingt 

Building Permits (c) 
214 Citiest 
New York City 
VORA ee wes bt OR 


Apr. 
Apr. 
Apr. 


Apr. 
Apr. 
Apr. 


$135.4 


128.2 
76.9 
47.7 


97.8 
24.8 
122.6 


$272.2 


114.0 
63.6 
46.2 


89.0 
21.6 
110.6 


$330.0 


105.7 
64.9 
46.2 


76.6 
18.7 














Engineering Contracts (En)+ 


Apr. 


211.8 


179.8 


95.3 


240.7 





(Continued from page 241) 


quirements of the Army and Navy for adequate 
protection in event of ultimate Nazi domination 
over the outside world would be correspondingly 
greater than estimated under the plan announced 
last week by the Administration, and it is hard to 
conceive of a prolonged and severe depression * 
here in the face of such huge Government expen- 
ditures. A country so rich in resources of ma- 
terial, man power, brains and initiative as the 
United States is not going to be downed in our 
generation by any cataclysm elsewhere in the 


world. 
cm os *~ 


While wholesale prices, at present writing 
are 2.4% above last year, and retail prices are 
up 4%, there appears to be nothing in the eco- 
nomic picture, at home or abroad, to justify ex- 
pectations of price inflation. The recent slump 
in commodities points, in fact, to the opposite. 
Peace would bring liquidation of inventories and, 
if made on Germany's terms, would lead to power- 
ful competition in world trade. The fact that our 
banks are bulging with idle credit facilities has no 
bearing upon the question of inflation; which is 
governed by economic, not monetary, considera- 
tions. With 9,000,000 unemployed, we can, 
and perhaps will, have inflation of the Govern- 
ment debt without inflation of commodity prices. 


The first report on mew orders for April, 
coming from manufacturers in Massachusetts, dis- 
closes an 8% gain over March and a jump of 
27% over April of last year—an encouraging 
omen of the short term business outlook. On the 
other hand, new capital raised through flotation 
of corporate securities in April was 31% below 
last year, compared with only a small fractional 
decline for the year to date. Preliminary reports 
indicate that our merchandise exports for April 
were 39% above last year, against a rise of only 
31% in March. Department store sales in the 
week ended May 11 were 7% ahead of last year, 
compared with a gain of only 5% for four weeks. 


With carloadings now 23% above last year, 
April gross of Class | carriers showed a gain of 
12%. Travel by rail, with attendant expenses, 
can now be had on the instalment plan, and Pull- 
man rates are expected to come down soon. No 
rail legislation is expected, however, from the 
present Congress. Freight to seaboard points is 
being swelled by expanding exports. 


Home building under FHA auspices con- 
tinues to reach new peaks monthly. Privately 
financed engineering construction awards 
during April were 50% above last year, and for 
the week ended May 2, increased 82%, against 
a gain of only 17% to date. Owing to tapering 
off in public works, however, total engineering 
awards since the first of the year show a decline of 
17%. Building material companies should re- 
port fair profits for the current quarter. 
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ET ce ad aay PRESENT POSITION AND OUTLOOK 








STEEL 
Ingot Production ie tons* + | Apr. 3,974 4,264 Domestic retail sales of new automobiles in 
Pig Iron dren gs aI ree Gate rh 3,139 3,270 the first ten days of May were 31% ahead last 
Oe, WS. Thee! a tone. -| 908 932 year, compared with an increase of 30% for the 

month of April. Up to present writing there 

a rr have been no cancellations of factory orders by 

. dealers following invasion of France and the 
Factory Sales Apr. 432,146 423,620 337,375 Lowlands. Field stocks and dealer sales of used 
Tene ae 4 oni te 1 eet 1,354,109 cars are at record peaks 

Registrations | ’ 

Passenger Cars, U. S. (p) Mar 312,371 224,625 248,038 Ps * * 
Trucks, U. S. (p) Feb. 41,336 45,650 37,460 





—— Backlogs in the machine tool industry cur- 
PAPER (Newsprint) rently amount to $300,000,000. To complete 
Production, U.S. & Canada * (tons)..) Apr. 355.2 336.4 298.9 these unfilled orders would require a year at pres- 
Shipments, U. S. & Canada* (tons).; Apr. 352.5 329.9 991.7 ent rate of operations. Since the outbreak of 


Mill Stocks, U.S. & Canada* (tons).| Appr. 231.2 298.6 939.6 war in September, the operating rate has climbed 
from 74.6% of practical capacity to the virtually 


LIQUOR (Whisky) stationary peak level of 93.4% in April. Mean- 
Production, Gals. * Apr. 11,223 10,304 8,513 while capacity has increased 40%; so that actual 
Withdrawn, Gals.*.............. Apr. 5,793 6,469 5,728 monthly output has expanded by about 75%. 


Stocks, Gals. * Apr. 30 477,865 473,278 477,136 Exports of industrial machinery during the first 
quarter reached an all time peak of $100.000,000. 




















GENERAL 
Paperboard, new orders (st).......| Mar. 392,794 367,897 429,545 
Railway Equipment Orders (Ry) Following the sharp drop in March, cigarette 

Locomotive Apr. 50 40 19 withdrawals during April jumped to 18% above 

Freight Cars Apr. 1,812 1,076 2,865 last year, compared with a four-months’ gain of 

Passenger Cars Apr. 0 0 14 only 5.5%. Shoe production in April was 4% 
Cigarette Productiont Apr. 14,820 13,021 12,269 below last year, against a four-months’ decline of 
Bituminous Coal Production * (tons).| Apr. 32,962 35,210 9,627 2%. Freight cars on order, as of May 1, num- 
Boot and Shoe Production Prs.*. . . Apr. 31,500(pl) 34,450 33,058 bered 17,460 compared with only 6,391 a year 
Portland Cement Shipments * (bbls.) Mar. 7,715 4,905 8,467 ago. Lecomotives numbered 95, against 86. 
Commercial Failures (c) Apr. 1,291 1,197 4,331. | 


” * = 














WEEKLY INDICATORS 


Latest Previous Year 


Piste Week Week yh PRESENT POSITION AND OUTLOOK 














M. W. S. INDEX OF BUSINESS | 
ACTIVITY 1923-25—100 May 18 92 .Apl) 91.8 82.3 | With the pick-up in industrial production, elec« 
| tric power output has spurted to a level nearly 
ELECTRIC POWER OUTPUT | 12% above last year. If this favorable showing 
K.W.H. f Cece eve soe cnc ccesecccece May 18 2,422 2,388 2,1 70 | can be maintained for another month, second 
quarter earnings by the industry should duplicate 
TRANSPORTATION the 5% increase cver last year reported for the first 
Carloadings, total May 18 678,971 680,657 612,888 | quarter. The Administration's utility grid project, 
| May18 30,754 32,226 34,169 involving expenditure of $190,000,000 over a 
| May 18 112,632 118,382 89,717 | two-year period, is likely to be revivified as a cog 
Forest Products | May18 34,777 33,351 30,085 | in the enlarged national defense program. 
Manufacturing & Miscellaneous....| May 18 282,672 276,578 220,210 
L. C. L. Mdse May 18 148916 149,047 159,783 + ts ela 


The eteal F plies : . . 
STEEL PRICES e steel operating rate is rising rapidly in re 


: sponse to expanding foreign and domestic orders 
Seong bahar oe . pire apd pd following Germany's invasion of the Lowlands 


cra and announcement of the Government's home de- 
Finished c per Ib. (m) May 21 2.261 2.261 2.236 | tense program. It is estimated that the Allies have 


STEEL OPERATIONS been deprived of more than 2,000,000 tons of 


%, of Capacity week ended (m)....| May 21 74.0 70.0 48.0 steel annually by the loss of Scandinavian and 
Belgium-Luxembourg sources of supply. Foreign 


CAPITAL GOODS ACTIVITY inquiries for steel doubled immediately following 
(m) week ended May 18 74.6 72.4 59.4 the outbreak of active warfare in the west. 


PETROLEUM . eet oe 

Average Daily Production bbis.*..| May 18 3,601 3,601 3,438 | Under the weight of mounting gasoline in- 
Crude Runs to Stills Avge. bbls.*..| May 18 3,665 3,620 3,412 ventories, retail eee continue ‘. 1 voor: Ta 
Total Gasoline Stocks bbls. * May 18 101,015 101,317 85,597 | now reached the lowest average level since 1934 
Fuel Oil Stocks, bbls. * May 18 74,625 74,289 80,668 For this reason earnings of the oil industry in the 
Crude—Mid-Cont. $ per bbl May 24 1.02 1.02 1.02 | current quarter are not expected to equal the good 
Crude—Pennsylvania $ per bbI....| May 24 1.98 2.23 1.48 | showing of the first quarter. 

Gasoline—Refinery $ per gal May 24 06% 0614 3 


t—Millions. *—Thousands. (a)}—Federal Reserve 1923-25—100. (b)—Federal Reserve Bank of N. Y. 100%—estimated long 
term trend. (c)—Dun & Bradstreets. (cn)—Dept. of Commerce estimates of income paid out. (d)—Nat. Ind. Conf. Bd. 1923—100. (e}— 
| Dept. of Agric., 1924-29—100. (ee)}—Dept. of Agric., 1909-14—100. (En)—Engineers News Record. (f)—1923-25—100. (3}— 
Chain Store Age 1929-31—100. (h)—U. S. B. L. S. 1926—100. (j)—Adjusted—1929-31—100. (k}—F. W. Dodge Corp. (m)—lron 
Age. (n)—1926—100. (n. i. c. b.)}—Nat. Ind. Conf. Bd. 1936—100. (p)—Polk estimates. (pl)—Preliminary. (r)—Revised. (Ry)—Rail- 
way Age. (s)—Fairchild Index, Dec., 1930—100. (st)—Short tons. 
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Trend of Commodities 


Forced to absorb an almost unparalleled volume of 
liquidation, virtually all eared markets hit new low 
levels during the past fortnight. Subsequent rallies aided 


by the announcement of our own defense program and 
news more favorable to the Allied cause were of compara- 
tivey brief duration and lacking in vigor. Repercussions of 
the decline in commodities will undoubtedly be rs sires 
but the most immediate may be a modification of industrial 


buying policies. Despite the feeling that most commod). 
ties have declined to bargain levels, and the probable im. 
petus which will be given to war orders, coupled with longer 
range inflationary implications, the recurrence of the spectre 
of inventory losses will make for considerable caution. Rallies 
are likely to be viewed with skepticism, until the Allied cause 
has the benefit of a more sustained period of favorable 
news. 





U.S. DEPT. OF LABOR COMMODITIES INDEX 19262100 


940 
May 17 May 24 
113.9 110.8 
119.1 112.8 
110.6 109.5 


High 
124.2 
132.9 
118.7 


28 Basic Commodities... . . . 
Import Commodities....... . 


Domestic Commodities. . .. 109.5 


U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


LABOR COST 


FINISHED: 


INDEX NUMBERS 


1940 


17 May 24 


108.1 


Domestic Agricultural 
Foodstuffs x 
112.7 


° 
Raw Industrial... . 

















REL LG LT cD I NRE: a a 











Latest 
Date 


Previous 


Wk. or Mo. Wk. or Mo. 


PRESENT POSITION AND OUTLOOK 








COTTON 

Price cents per pound, closing 
May 25 
May 25 
May 25 


9.67 
9.13 
10.41 


(X) 

(X) 

(X) 
623.9 
32.4 
5,704.3 
11,817 
22,301 


September 


(In bales 000's) 

Visible Supply, World 

Takings, World, wk. end 

Total Takings, season Aug. 1 to.... 
Consumption, U. S 

Exports, wk. end 

Total Exports, season August 1 to.. 
Government Crop Est. (final) 
Active Spindles (000's) 


May 25 
May 25 
May 25 
Apr. 
May 24 
May 24 
1939 
Apr. 


9.11 
8. 
9. 


(X) 
(X) 
(X) 
626.3 
25.2 


22,555 


Cotton. Prices proved extremely vulnerable, 
but for reasons which seemed more obvious than 
the case of many other commodities which suffered 
equally severe breaks. The invasion of Belgium 
and Holland and the serious threats to France and 
England are certain to have a further restricting 
effect upon worid consumption. Export demand 
for the domestic fibre, already drastically sub-nor- 
mal, is threatened with further losses. Domestic 
consumption, on the other hand, promises to at- 
tain 7,800,000 bales, a new high record, this 
season, according to Government estimates. Mill 
production appears headed for early curtailment 
unless the recent volume of orders picks up. 

* * * 


76 
46 


11,943(ac) 
22,123 





WHEAT 

Price cents per bu. Chi. closing 
May 25 
May 25 
May 18 
May 18 
May 18 
May 1 


84% 

8434 
132,023 
5,004 
98,959 
459,691 


Exports bu. (000's) since July 1 to. 
Exports bu. (000's) wk. end 

Visible Supply bu. (000's) as of... 
Gov't Croy Est. bu. (win ter)(000's). . 


127,019 
4,594 
98,773 


Wheat. The dumping of huge quantities of 
grain scheduled for shipment to Holland and Bel- 
gium precipitated a break in prices which was one 
of the most severe on record. Once the decline 
started, it was accelerated by the liquidation of 
speculative accounts. Estimates placed market 
losses in the first week of the Low Countries’ in- 
vasion at $1,500,000,000. The open market 
interest declined 38,000,000 bushels. Prices were 


714% 
71%, 
120,531 
4,117 
60,151 
563,431(ac) 


18%, 
78 





CORN 

Price cents per bu. Chi. closing 
May 25 
May 25 
May 18 26,020 
May 18 29,865 
1939 2,619,137 


63% 
September 6258 
Exports bu. (000's) since July 1 to. 
Visible Supply bu. (000's) as of... 


Gov't Crop Est. bu. (000's) (final). . 








26,018 
31,309 


officially ‘‘pegged."” Convincing ability of the 
Allies to hold the German forces could bring a 
5834 good rally in wheat. 

* 


5814 


5114 

52% 
68,381 
33,127 
2,562,197(ac) 


* * 


Corn. Like wheat, corn prices suffered one of 
the most severe declines on record. Heavy cash 
buying, however, was successful in cushioning the 
drop. Com is not an important export crop. 
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Date 


Latest 


Previous 


Wk. or Mo. Wk. or Mo. 


Year 
Ago 


PRESENT POSITION AND OUTLOOK 








——— 
COPPER 
Price cents per Ib. 
May 25 

Export f. a. s. N. ¥ May 25 
Refined Prod., Domestic (tons) 
Refined Del., Domestic (tons) 
Refined Stocks, Domestic (tons)... . 
Refined Prod., World (tons) 
Refined Del., World (tons) 


Refined Stocks, World (tons) July 31 


11.25 
11.25 
80,964 
68,665 
169,120 
158,236 
181,487 
490,419 


11.375 
11.25 
86,295 
64,376 
159,795 
173,205 
180,433 
513,670 


10.00 


332,513 
139,483 
177,580 
523,196 





——_—_—_— 


TIN 
Price cents per Ib., N. ¥ 


Tin Plate, price $ per box 
World Visible Supply as of 
U. S. Deliveriest 

U. S. Visible Supplyt as of 


May 25 


53.00 
5.00 
32,149 
7,855 
18,455 


54.00 
5.00 
32,339 
9,244 
17,970 


48.80 
5.00 
37,224 
5,980 
11,094 





LEAD 

Price cents per Ib., N. ¥ 
U. S. Production (tons) 
U. S. Shipments (tons) 
Stocks (tons) U. S., as of 


5.00 
35,343 
46,563 
63,461 


5.00 
48 400 
46,353 
74,692 


4.75 
39,250 
37,903 

123,394 





ZINC 

Price cents per Ib., St. Louis 
__ U.S. Production (tons) 

| U.S. Shipments (tons) 
Stocks (tons) U. S., as of 





Apr. 
Apr. 
Apr. 30 


6.00 
54,601 
46,978 
81,234 


5.75 
57,620 
51,095 
73,611 


4.50 
43,036 
40,641 

130,380 





| SILK 
| Price $ per Ib. Japan xx crack 
| Mill Dels. U. S. (bales) 
Visible Stocks N. Y. (bales) as of. . | 


May 25 
Apr. 
Apr. 30 


2.801 
21,740 
42,698 


2.861 
21,685 
45,887 


2.741) 


27,802 
20,738 





RAYON (Yarn) 
Price cents per Ib 
Consumption (a) 
Stocks as of (a) 


May 25 
Apr. 
Apr. 30 


53 
30.7 
11.6 


Ke 
29.4 
10.4 


51 
24.0 
43.4 





WOOL 


Price cents per Ib. tops, N. ¥ May 25 


94 


100 





| HIDES 
| Price cents per lb. No. 1 Packer. . .| 
Visible Stocks (000's) as of 
No. of Mos. Supply as of 


May 25 
Apr. 1 
Apr. 1 


1014 
12,558 
6.77 


12 
12,887 
6.93 





RUBBER 

| Price cents per Ib 
OT NRL D Ties Si aL a are Gra area 
Consumption, U.S.f............. 
Stocks U. S. as of 
Tire Production (000’s) 
Tire Shipments (000's)............| 
Tire Inventory (000’s) as of 


May 25 
Apr. 
Apr. 
Apr. 30 
Apr. 
Apr. 
Apr. 30 


20.50 
70,699 
50,103 

168,388 

5,106 
5,010 
10,881 


22.95 
59,258 
50,192 

148,099 

5,007 

4,346 
10,747 





COCOA 
Price cents per Ib. July 
Arrivals (thousand bags) | 
Warehouse Stocks (thousand bags). .! 


May 25 
Apr. 
May 24 


4.61 
212.3 
1,045.3 


4.78 
207.6 
1,036.6 





COFFEE 
Price cents per Ib. (c) 
Imports, season to (bags 000’s) | 
U.S. Visible Supply (bags 000's). 7 


—— 


May 25 
May 1 
May 1 


1% 
11,569 
1,362 


1%, 
10,620 
1,507 





SUGAR 

Price cents per Ib. 
May 25 
May 25 
4 Mos. 
Apr. 30 


Refined (Immediate Shipment). . .| 
U. S. Deliveries (000’s) 
U. S. Stocks (000's)* as of (rr) 


2.75 
4.50 
1,842.%pl) 

1,021.9 


Copper. Prices were dropped by successive 
stages to 11.25 cents by custom smelters. In the 
outside market, however, sales were reported at 
11.12% cents. Buyers were wary and sales near 
the close of the past week fell below the 1,000- 
ton level for the first time during May. Manu- 
facturers’ consumption for the entire month, how- 
ever, may show a gain of 10% over April. Brass 
fabricators accounted for most of the gain. Export 
demand has been listless. 

* * * 

Tin. Prices declined, although not to the same 
extent witnessed in other sections of the com- 
modity list. Buying interest was not appreciably 
stimulated at the lower levels. Late last week 
U. S. Navy opened bids for 325 tons. At last re- 
ports tin afloat to U. S. was 13,318 tons. Tin is 
included among the list of strategic materials which 
the Government is being urged to accumulate as 
a defense measure. 

* - ” 

Lead. Prices have held at 5 cents, N. Y., but 
buying activity reflected the substantial orders 
placed earlier in the month. With April shipments 
well maintained, and production substantially 
lower, stocks on April 30 were down 11,229 tons. 

* * * 

Zinc. Prices were advanced to 6 cents late 
last week. England, which previous to the German 
invasion, relied heavily upon Belgium for zinc 
supplies, may be compelled to enter the domestic 
market. In any event the threat of foreign imports 
has been appreciably mitigated. Zinc figures 
prominently in any defense program in the U. S. 

x * * 


Silk. Prices were hit but the net decline left 
the level well above the April lows. Recent mar- 
ket sessions have shown a tendency for prices to 
follow the general course of securities prices. 
April figures disclosed some gain in Japanese 
consumption despite a decrease in production. 

* * * 

Hides. Events of the past fortnight were re- 
sponsible for one of the most drastic declines in 
hide prices on record. Losses ranged upwards of 
4 cents a pound. Actually, however, the decline 
appeared to be largely in sympathy with weakness 
in other sections, rather than any developments 
affecting hides directly. 

* « * 

Rubber. Export quotas for the final half of 
1940 will remain at 80% of basic. The official 
announcement found little reflection in domestic 
markets, with leading interests more concerned 
with shipping facilities and costs. In the first quarter 
of 1940, 57% of imports came from British Malaya 
and 26% from the Netherlands Indies. The fear of 
what Japan will do in both of these nations is an 
important factor in the rubber prospect. 

« * * 

Cocoa. During the space of about two weeks, 
cocoa prices both rallied and broke sharply, action 
in both instances being attributed to the spread of 
the war. The prospect of a German victory and 
an early peace was the depressant factor. Domestic 
statistical position of cocoa remains bullish. 

* x ~ 

Sugar. Domestic raw sugar prices rallied 
briskly at the close of the past week, following 
expressions of concern over the price structure by 
Department of Agriculture. The implications 
were that quotas might be lowered and continuing 
legislation enacted at this session. 











t—Long tons. *—Short tons. (a}—Million pounds. (ac)—Actual. 


tefined. 


No. 4. N. ¥. (pl}—Preliminary. (rr)—Raw and 


(X)}—No foreign statistics allowed to be sent from abroad because of war conditions. 
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Money and Banking 


Latest Previous Year 
Date Week Week : COMMENT 











INTEREST RATES : ; 
Time Money (60-90 days) May25 114% 114% The repercussions upon the banking structure | 
resulting from the German invasion of Holland | 


Pri i May 25 14 h- 
vere Conmmsqrelal Peper ¥ te hh he 4% and Belgium were substantially reflected in late | 


Call May 25 1 
“aah onsert4 Rate, N. Y a 95 ‘iz 2 bank statements. During the past fortnight stocks | 
of gold increased $236,000,000. The result was | 
CREDIT (millions of $) not only further sizable increases in excess re. | 
Bank Clearings (outside N. Y.).....| May 18 2,838 serves but also a sharp rise in bank deposits. De. | 
Cumulative year's total to . May18 50,116 45,876 posits in New York City Member Banks, fo; | 
Bank Clearings, N. ¥ May 18 3,470 3,122 example, have increased $265,000,000 during | 
Cumulative year's total to May 18 64,040 67,821 the past six weeks to a new record high. Mean. | 
F. R. Member Banks while, however, commercial borrowings are con- | 
Loans and Investments May15 23,592 21,609 tracting and the slump in security prices has 
Commercial, Agr., Ind. Loans...) May 15 4,414 3,845 reduced brokers’ loans to the lowest levels since | 
Brokers Loans May 15 602 639 1933. In order to offset this reduction in earnings, | 
Invest. in U. S. Gov'ts May 15 9,082 8,304 banks have added substantially to their investment | 
Invest. in Gov't Gtd. Securities...) May 15 2,387 2,031 portfolios. New York City Member Banks, in the } 
Other Securities May 15 3,480 3,228 latest week, acquired $38,000,000 in direct 
Demand Deposits May 15 19,928 16,681 Government securities. Over the past fortnight, 
Time Deposits May 15 5,315 5,247 New York Banks have acquired a total of 
New York City Member Banks $47,000,000 in longer term Treasury bonds. 
Total Loans and Invest May 22 = -9,165 7,940 While doubtless these purchases were made at | 
Comm'l., Ind. and Agr. Loans...| May 22 1,671 1,372 fairly attractive prices, it appears certain a sub. | 
Brokers Loans May 22 403 565 stantial portion of their Government bond port. | 
Invest. U. S. Gov'ts May 22 3,767 3,013 folio shows losses. 
Invest. in Gov't Gtd. Securities...) May 22 1,268 1,259 1,030 perma ae 
Other Securities May 22 1,261 1,256 1,102 
Demand Deposits May 22 9,332 9,147 7,533 The heavy purchases of Government bonds by | 
Time Deposits................-| May 22 657 657 624 New York Banks coupled with the more general | 
Federal Reserve Bank refusal of banks to be stampeded into the liquida- 
Member Bank Reserve Balance...) May 22 13,223 13,094 10,097 tion of such bonds has made it unnecessary for the 
Money in Circulation May 22 7,613 7,598 6,893 Federal Reserve Banks to engage in large | 
Gold Stock May 22 19,071 18,949 15,927 scale supporting operations, as was the case last | 
Treasury Currency May 22 3,007 3,004 2,859 September at the outbreak of war. Aggregate | 
Treasury Cash May 22 2,204 2,223 2,646 purchases over the past two weeks totaled only | 
Excess Reserves May 22 6,370 6,300 4,300 eee while last pee the Mg Open | 
ee xs arket Account acquired only $900,000 of } 
NEW FINANCING (millions of $) Treasury bonds. Last September Federal Reserve (im! 
Apr. 246.3 134.9 259.9 Banks acquired upwards of $300,000,000 in 
New Capital Apr. 53.9 29.1 78.2 Treasury obligations. 
Refunding Apr. 192.4 105.8 181.7 
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1940 Indexes 1940 Indexes 





























No. of 
Issues (1925 Close—100) High Low May18 May 25 (Nov. 14, 1936 Cl.—100) High Low May18 May 95 | 
309 COMBINED AVERAGE 67.1 45.4 47.7 45.4L 100 HIGH PRICED STOCKS... 68.30 49.94 59.64 49.94x H 
100 LOW PRICED STOCKS.... 58.80 36.36 39.19 36.36L | 





5 Agricultural Implements.... 103.6 63.6 70.3 63.6L 2 Mail Order 94.9 64.7 67.2 64.7x | 
6 Amusements 28.8 160 16.7 16.0L 4 Meat Packing 70.0 43.0 46.5 43.0x 

15 Automobile Accessories... 96.2 64.7 68.9 64.7x 13 Metals, non-Ferrous 158.4 107.2 115.2 107.9L | 

12 Automobiles 12.0 7.7 8.4 pr P 19.4 12.0 12.6 12.03 | 

12 Aviation (1927 Cl—100).. 235.5 172.8 188.3 172.8x 22 Petroleum 86.7 63.1 67.4 63.18 
3 Baking (1926 Cl.—100).... 12.3 8.2 8.2L 8.4 18 Public Utilities 57.6 35.5 36.4 35.58 
3 Business Machines ‘149.2 °) 963 > CA 16236 3 Radio (1927 Cl—100).... 12.9 7.9 8.4 7.9L 
9 Chemicals 120.5 124.0 120.5x 9 Railroad Equipmen $3.2 5.2. 360.358 

20 Construction F 19.5 205 19.5L OO Matias ooo. cites ss. ASL 7.6 7.9 7.68 
5 Containers -1 174.0 185.0 174.0x 2.7 1.2 125° 14 
9 Copper & Brass ? 69.2 71.4 69.2x 2 Shipbuilding 148.7 735) SS. 798 
2 Dairy Products ; 25.7 25.7x 25.7 11 Steel & Iron 85.9 59.6 63.1 59.6x 
7 Department Stores : 13.8 144 13.8x 39.7" 19.3. 214° 19:8 
6 Drugs & Toilet Articles j 37.8 39.4 37.8L 180.2 135.4 143.0 135.4x 
2 Finance Companies 1. 181.5 210.1 181.5x 3 Telephone & Telegraph.... 47.5 30.55 30.5L 31.9 divisi 
7 Food Brands ‘ 78.9 85.2 78.9x 4 Textiles 37.3 36.2 39.9: 36.9 VISI¢ 
3 Food Stores . 37.7. . 37.8 37.7x 4 Tires & Rubber 15.3 8.5 9.3 8.5L Byersifi 
4 Fumiture 9 326 33.5 39.6L 90.2 73.3 76.5 73.3x Mindust 
3 Gold Mining 7 531.7 606.4 531.7R || 4 Traction 43.5 39.7 32.7x 33.0 Bingiys 
6 Investment Trusts : 16.0 168 16.0L 4 Variety Stores 248.3 178.1 180.5 176.1x 
3 Liquor (1932 Cl—100).... 164.2 109.7 116.5 109.7L || 4 Unclassified (1939 Cl— dod 
9 Machinery 81.0 86.2 81.0x ) 67.9 69.9  67.9x Band ac 


L—New LOW since 1937. x—New LOW this year. R—New LOW since 1933. S—New LOW since 1929. he > 
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Glidden Co. 


Would you be kind enough to publish an 
up-to-date appraisal of Glidden common 


case last 
sgregate | ares? I understand that the company’s 
ed only jim ye bean operations have expanded. With 


plastics assuming greater importance and 
Glidden’s diversification of products provid- 
ing multiple advantages, I wonder that the 
common stock has not been able to approach 
the 89 high of 24%. I have 150 shares at 
1%. What do you advise?—A. H. P., Baton 
Rouge, La. 


For the fiscal year ending in Octo- 
ber of 1939, operations of Glidden 
(o. returned to a profitable basis 


| Open 
,000 of 
Reserve | 
000 in 





May 25 } 





pees md results were equal to earnings 
36.36) Hof $1.70 per share on the common 
64.1, sock, which compares quite favor- 
43.0x [ably with the deficit of 29 cents per 
107.2 ithare reported for the preceding 
a fiscal term. Activities of this com- 
35.5L pany can be divided into four main 


7.9L Miivisions: the paint and varnish, 
35.3x flood products, chemicals and pig- 


He Ments and the soya division. The 
79.3 (ya division is becoming increas- 
59.6x ilgly important although as yet it 
19.3x ffcontributes only the minor part of 
op aamings. Products of these four 
36.9x puvisions find a wide and well di- 


8.5L mversified market, not only among 





73.3x [industrial concerns, but also to the 
an individual consumer. Sales of the 

‘"’ Blood division are relatively stable 
67.9x #atd account for normally about one- 








of volume, but the chemical 
vision contributes the greater part 
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of net income. Sales of this latter 
division rise and fall in line with 
general business activity and thus 
profits tend to vary accordingly, 
accentuated from time to time by 
fluctuations of inventory values. 
However, the record of the company 
has been relatively good. Sales were 
recently stated to be about 18% 
ahead of a year ago, with the paint 
and chemical lines doing particu- 
larly well. In addition, prices are 
expected to be firmer. Sales are 
largely domestic and only a minor 
part of raw materials are imported, 
such importations being mostly from 
non-European countries. The war 
should, therefore, have no adverse 
effect on the company. Finances are 
very satisfactory, the balance sheet 
at the last fiscal year-end disclosing 
cash alone in excess of total current 
liabilities and the current ratio was 
more than 6 to 1. Dividends in the 
past have been fairly liberal and an- 
other 50-cent payment before the 
fiscal year-end would appear to be 
possible. With the outlook pointing 
toward increasing earnings over 


coming months, the common stock 
is an attractive longer term holding 
and its retention is recommended.* 


R. H. Macy & Co. 


What progress has Macy’s made with its 
new plant to extend production of its own 
brands? Are all out-of-town stores showing 
the same proportionate sales gain as the New 
York unit? Would appreciate your latest re- 
port on the shares—earnings, outlook, divi- 
dend prospects and profit margins as well as 
your specific recommendation on my holdings 
of 110 shares bought at 38%—P. N. L., 
Rutland, Vt. 


Sales of R. H. Macy & Co. for the 
fiscal year ending February 3, 1940, 
were up about 5% and good control 
of operating costs enabled net earn- 
ings to show an increase of about 
57%, amounting to $2.36 per share 
for the fiscal year ending in February 
of 1940, as compared with profits of 
$1.42 per share reported in the pre- 
ceding fiscal term. The company 
owns the store of the same name in 
New York City, as well as L. Bam- 
berger & Co. in Newark, N. J., Da- 
vidson-Paxon in Atlanta, Ga. and 
controls LaSalle-Koch in Toledo, 
Ohio. Approximately two-thirds of 
total sales are accounted for by the 
New York store, about one quarter 
by the Newark unit and the balance 
by the remainder of the organiza- 
tion. All stores in the system carry 
a wide line of quality goods, attrac- 
tively priced. Consumer purchasing 
power is, of course, the main deter- 
minant of volume and thus sales can 
be expected to be at relatively good 
levels over coming months. Severe 
competition may, however, tend to 
limit earnings improvement, al- 
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though profit margins currently are 
well maintained. The opening of the 
World’s Fair in New York City will 
doubtless be of some benefit to the 
company although last year’s re- 
sults in this connection were not as 
good as anticipated. Sales of the 
company’s own brand of products 
are doubtless expanding since addi- 
tional manufacturing space was re- 
cently acquired. Finances, accord- 
ing to the balance sheet at the last 
year end, were quite satisfactory 
with current assets totalling $32,- 
525,705 as against current liabilities 
of $6,940,351. Sales in the first quar- 
ter of the current fiscal term are 
somewhat ahead of a year ago and 
those made on the new cash-time 
basis, which was inaugurated in Oc- 
tober of 1939, have expanded and 
are expected to show further in- 
creases. Indications are that the 
current $2 annual dividend rate will 
be continued, but we do not look 
for increases over the near term. At 
current levels, the issue affords a 
reasonable yield and has moderate 
longer term appreciation possibili- 
ties. On that basis, we counsel re- 
tention of your holdings. 


American Rolling Mill Co. 


In view of the first quarter profits reported 
20% better than last year and expectations 
of increased volume, do you advise averaging 
on American Rolling Mill common at present 
prices? I now hold a total of 185 shares 
which cost about 20% per share. I am under 
the impression that this issue has been over- 
sold. Am I right in my viewpoint?—W. C., 
Pittsburgh, Penna. 


For the first quarter of 1940 
American Rolling Mill reported 
earnings on the common stock equal 
to 17 cents per share as compared 
with a profit of 10 cents in the first 
quarter of last year. The company 
is one of the principal manufactur- 
ers of sheet steel with about 80% 
of its total sales accounted for by 
that product. The manufacturers of 
automobiles, agricultural machinery, 
electrical equipment, stoves and re- 
frigerators, road builders, etc., are 
the principal consuming outlets. 
Since the beginning of the war last 
September, export business has been 
considerably improved and it is ex- 
pected that domestic shipments will 
continue to be moderately ahead of 
this time a year ago. This, together 
with somewhat better prices for 
sheet steel, should result in main- 
tenance of satisfactory profit mar- 


gins and it is thus likely that earn- 
ings will continue to show at least 
moderate improvement over coming 
months. Capitalization is not bur- 
densome, funded debt in the amount 
of $2,000,000 being followed by 
450,000 shares of $4.50 cumulative 
preferred and 2,869,560 shares of 
common stock. Finances are sound, 
the balance sheet for the 1939 year- 
end disclosing current assets more 
than four times greater than current 
liabilities. Dividends have not been 
paid on the common stock since late 
in 1937 and distributions in the 
future must await clearance of small 
accumulations on the preferred 
stock, which would appear to be pos- 
sible over the intermediate term. 
With the outlook pointing toward 
further improvement in earnings 
over the months ahead, the shares 
have a moderately good degree of 
speculative appeal and we feel that 
retention would be advisable. Addi- 
tional purchases should, however, be 
postponed until the more immediate 
outlook for the market as a whole 
has become clearer. 


Bayuk Cigar Co. 


Purchased Bayuk Cigar common last year 
on Magazine recommendation. Should I take 
profits or do you think continued strength 
is indicated, despite the uncertain market? 
Is this company still producing 20% of the 
total output of low-priced cigars? Can you 
teli me if any change or expansion of present 
program is contemplated? Would be inter- 
ested in latest analysis—Dr. T. R. B., Des 


Moines, Towa. 





Bayuk Cigar, Inc., is the principal 
manufacturer of low-priced cigars. 
Its “Bayuk Phillies” is the leading 
cigar in the 5-cent class, other 
brands in that price group including 
“Havana Ribbon,” “Charles Thom- 
son” and “Mapacuba.” “Prince 
Hamlet” is the company’s only 10- 
cent product. Earnings have con- 
tinued the good rate of improvement 
noted in the preceding year and for 
the first quarter of 1940 were equal 
to 99 cents per share on the com- 
mon stock as compared with 68 cents 
per share in the corresponding 
period last year. Higher levels of 
consumer purchasing power, the 
principal determinant of volume, 
should make for increasing sales and 
with operations highly mechanized, 
further improvement in earnings is 
looked for. It is expected that the 
aggressive advertising policy of the 
company will be continued and the 


concern’s strong trade position 
should be maintained. Finances are 
very sound, the balance sheet as of 
December 31, 1939, disclosing cur. 
rent assets of $9,478,910 as against 
current liabilities of $1,222,807, with 
cash alone nearly equal to current 
liabilities. Dividends have been 
moderate in relation to earnings due 
to the policy of retiring the out. 
standing preferred stock and should 
the remaining outstanding preferred 
be retired during the current year, 
which seems possible, no securities 
would be senior to the common 
stock. Increased distributions on the 
common might then be _ possible, 
The stock of Bayuk Cigars returns 
a reasonable yield at current levels 
and quotations for the issue over the 
intermediate term should reflect 
favorably the improvement in 
earnings which is expected. Accord- 
ingly we favor retention of this issue 
at this time for appreciation possi- 
bilities as well as for the income 
afforded. 


Cluett Peabody & Co. 


A friend has advised me to sell out 1% 
shares of common stock of Cluett Peabody 
for which I paid 2434. Since I bought these 
shares on your advice, would like to adhere 
to your counsel even though the stock might 
again reach or pass the 454% mark of earlier 
this year—and do you consider that a good 
level at which to get out? Please advise me. 


—Mrs. R. C. O., Fall River, Mass. 


Earnings of Cluett Peabody for 
1939 were equal to a profit of $4.16 
per share on the common stock, 
comparing very favorably with the 
$1.29 per share reported for the pre- 
ceding year. The company is one of 
the leading manufacturers of quality 
shirts, ties, pajamas, underwear, 
handkerchiefs, etc. In addition it 
holds patents on the Sanforizing 
process for shrinking, which is I- 
censed to others. Royalties from 
these patents have become of it- 
creasing importance over the last 
few years and now contribute about 
50% of net income. Of the mant- 
factured items, shirts are the most 
important from a profit standpoint. 
Sales vary in line with consumer 
purchasing power but inventory 
profits or losses on cotton cloth, the 
chief raw material, sometimes tend 
to distort earnings. For instance, it- 
ventory losses were largely responsi 
ble for a sizable drop in earnings 
in 1937. Foreign business, both roy- 

(Please turn to page 253) 
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tivities, her alliance with Japan and 
Russia, to make demands on us not 
mly for our gold but to supply her 
wih the necessary foodstuffs and 
ww materials. This is the situation 
that confronts us at the worst. 
Germany’s great weakness lies on 
the sea—the lifeline to food and raw 
materials—and this weakness would 
be intensified even though she con- 
quered England and France if she 
ailed to get control of the Allied 
fleets. As the matter stands, there- 
fore, eventual defeat for Germany 
rests not on the armies in Europe— 
but on the control of the Allied fleet. 
If the United States through some 
deal with the Allies, in payment of 
our war debts or whatever method 
is decided upon, secured control of 
the Allied navies—we would be in a 
position to dictate the peace to Hit- 
ler and save France and England 
from being conquered. Possession 
of these navies weuld enable the 
United States to keep German com- 
merce off the high seas, starve her 
out, and eliminate the possibility of 
German aggression in this hemi- 
sphere. 


In her cruelty and overweaning 
ambition, German efficiency has, in 
destroying her neigh- 
also destroyed the fruits of 
vietory. The spoils she secured 
through the unopposed penetration 
of Austria and Czechoslovakia will 
not be found in the ruined cities of 
Western Europe. 

In attacking before the harvest 
—with most people in Europe living 
fom harvest to harvest—the Nazis 
seure only limited food supplies. 
Devastated lands and starving peo- 
ple are no asset to any conqueror. 
And let us not fool ourselves. It is 
this very devastation—this decline 
toa subsistence level for so many 
nillions with a low standard of liv- 
ing beyond anything we can con- 
tive of—that makes the United 
States particularly vulnerable, be- 
tause Hitler will want the great 
wealth of the United States to live 
on. It is therefore up to us to frus- 
trate these ambitions—to nullify his 
plans—as the United States must 
tmain the stronghold of civilization 
and the White Race. 
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As I said before, Hitler’s rapid 
victories have made him extremely 
vulnerable in many directions. Cer- 
tainly neither Italy, Russia nor 
Japan can feel secure, Mussolini, 
particularly, must know that Hit- 
ler’s promises are worthless, and 
should Hitler die (which is a con- 
tingency to which all men are sub- 
ject) Il Duce has less chance than 
ever of remaining a free entity. 
Certainly there is every evidence 
that he does not intend to go to 
war on the side of Hitler in spite 
of apparent hesitation. It would 
seem likely, in view of events, that 
his arrangement with Hitler is to 
back him up with propaganda and 
war scares, and to walk in by the 
back door and collect his share, 
after Hitler has taken France, in 
the same way that Stalin got his 
portion of Poland. I do not believe 
that Mussolini would like to “muss 


up” the beautiful Italy he has cre- | 
ated after two thousand years of | 


poverty and ruin. He loves Italy. 

It is Mussolini’s fear of Hitler’s 
ambition for world conquest — and 
Stalin’s fear of Hitler’s goal in Rus- 
sia—that provides a basis for check- 
ing the Nazi menace. 

The way to Germany is through 
Italy and Russia. Thus if the mat- 
ter of the fleet is solved the rest 
will follow. 

Therefore, it is in the field of di- 
plomacy that the United States can 
gain that element of time necessary 
to rearm and beat Hitler—and the 


best man we have today capable of | 


doing this job is—Franklin Delano 
Roosevelt. 





Beatrice Creamery Holds 
Uptrend 


MARKET VALUES 


are best determined by men trained 
in financial research. Send in a list 
of your securities for our up-to-date 
analysis. 


Write Dept. MG6 


(iisHoim & (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 




















CUSTOM 


TAILORS 


THE BEST INVESTMENT 


you can make is in personal 
appearance. Our custom tailored 
business suits present you at your 
best! priced from 


$85.00 


SHOTLAND 





AND 


SHOTLAND 





574 FIFTH AVE., NEW YORK 
Telephone BRyant 9-7495 





New Book on Using Stock Charts 
“SELECTING THE RIGHT STOCK” 


Detailed Studies, profusely illustrated with long term charts, 
show how individual stocks move in Sequence rather than 
together and clearly exp'ain principles of market action 
for Selecting the Right Stock for the next big swing. 
Price $5.00. 


CHARTISTS LIBRARY, 538 North Formosa Ave., 
Los Angeles, Calif. 








(Continued from page 233 
pag 


to 378,141 shares of common stock 
there is an issue of 96,617 shares of 
$5 cumulative preferred stock out- 
standing. The preferred issue is re- 
deemable at 105 up to July, 1941, 
and at 102% after that, so that 
progress may be expected in this 
direction within the next few years. 
The dividend policy of the company 
is traditionally conservative. Dur- 
ing the last three years the earnings 
of the company have been as follows 
$2.53 per share in 1937, $3.01 per 
share in 1938, $3.89 per share in 
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1939; and yet disbursements have 
been $1.50, $1.50 and $1.75 per share 
respectively. A continuance of the 
gains in earning power that the com- 
pany has shown over recent years 
would argue for an increase in the 
amount of dividends paid. 

This is all the more true since the 
company’s current asset position is 
strong and has been strong for over 
a decade. At the end of last year 
current assets totaled $10,978,986 
of which amount cash came _ to 
$5,060,000, while current liabilities 
amounted to only $1,390,975. This 
gave the company $7.89 in current 
assets for every dollar that it owed, 
and created a wide margin of safety 
since there are no other charges 
ahead of the common with the ex- 
ception of the preferred shares. The 
company was quick to pull in its 
horns with the depression, and has 
maintained its present conservative 
position for a number of years. 

The property account of Beatrice 
was valued by its own engineers at 
$30,383,000 in 1933, close to the bot- 
tom of the depression, and the re- 
serves for depreciation now total 
$18,090,000, leaving this property in 
the form of land, buildings, machin- 
ery and other equipment, valued at 
$12,293,000 on the books of the com- 
pany. This would also appear to be 
conservative considering the date 
of the valuation. New equipment 
has been purchased as needed and 
new methods have been put into 
operation when they were developed. 
These have, for instance, changed 
the production of ice cream, speed- 
ing it up sharply, and also changed 
the method of mixing fruit with ice 
cream to make the various flavors. 

The shares of Beatrice Creamery 
currently sell around 21, or less than 
12 times last vear’s dividends and 
about 51% times last year’s earnings. 
This would appear to be a low val- 
uation of the company’s record and 
demonstrated earning power over a 
long period of years. Despite the 
unsettling effects that the recent de- 
velopments in Europe have had on 
our markets, there is reason to be- 
lieve that the shares merit considera- 
tion as an investment over the longer 
term. The general price trend for 
commodities and dairy products is 
conceded to be upwards, which 
should enable the company to im- 
prove its profit margins somewhat. 
And with the important ice cream 
divisions continuing to make sales 
gains from one year to another, there 
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is every reason to believe that earn- 
ings for the current year will be at 
least as good if not better than last 
year. This would lend itself well 
to an increase in the dividends voted 
on the common, and naturally make 
for a better opinion of the stock. 





Specialty Steels Lead the 
Industry 
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of feverish activity brought them, 
they are showing a reluctance to 
make any major expansion moves. 
Since most of them are not large 
cnough, with the possible exception 
of Crucible and Allegheny Ludlum to 
finance such expansion without fear 
that it would boomerang should the 
war end suddenly, this is under- 
standable. As matters stand now 
they will operate at virtual capacity, 
and make full use of the opportunity 
for earning good profits without run- 
ning the risk of becoming war or- 
phans overnight. The specialty steel 
makers have an excellent future in 
peace as in war, and the constant 
search for new methods in steel pro- 
duction and new steels to produce 
makes them outstanding as a group 
among those companies that have 
much to contribute towards the in- 
dustrial progress of the nation and 
the constant widening of low cost 
production methods that lead to 
higher standards of living. They 
have demonstrated that such prac- 
tices can be coupled with an excel- 
lent earnings record over a_ long 
period of difficult years. 





Trucks Serve War and 
Industry 
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are better than they are on the lower 
unit priced passenger automobiles. 
The profit margin has been stated 
by competent authorities to be at 
least 100% greater than for the pas- 
senger vehicle and according to the 
same authorities, were it not for this 
fact, many low priced cars would 
have to sell anywhere from $30 to 
$50 per vehicle above current levels. 

As is the case with the passenger 
ear, about 80% of all of the special 
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vehicles, which includes 
buses, station-wagons, delivery cay 
and the like, are made by Genen| 
Motors, Ford and Chrysler. Th 
most productive unit of the “Biy 
Three” is General Motors who no 
only has the Chevrolet divisio, 
but also has an interest in Yelloy 
Truck & Coach Co. who specialize 
in commercial vehicles. Ford rank; 
second to General Motors in the out. 
put of trucks and buses by a fairly 
large margin and Ford is closely fol. 
lowed by Chrysler, whose Dodge 
Plymouth and Fargo divisions cove 
a wide section of the field. 

In the strictly commercial field 
both Chrysler and Yellow Truck 
Coach bow to International Har. 
vester which ranks third as a pro. 
ducer of commercial vehicles and by 
virtue of its truck producing capac. 
ily is ranked sixth among the motor 
manufacturers of this country, be- 
ing exceeded in unit output only by 
Studebaker and Hudson. 

None of the important truck 
manufacturers specialize in just that 
type of vehicle. General Motors, 
Chrysler and Ford, for instance, are 
among the largest truck makers but 
to them trucks are relatively a side- 
line. Thus, in order to calculate the 
probable earnings of the truck build- 
ing industry the automobile field as 
a whole must be considered. From 
what may now be seen, the auto- 
mobile industry will make a fairly 
good showing even as compared with 
last year. This is particularly true 
of the “Big Three.” Some of the 
smaller truck producers will also do 
well especially if the strong potential 
domestic demand and possibly good 
foreign demand are supplemented 
by extensive purchases for military 
purposes by our own government in 
furtherance of currently tentative 
rearmament plans. 

What the plans for expanded 
mechanized U. S. Army equipment 
may be is impossible to state, al- 
though the apparent success of Ger- 
many’s equipment in waging a wal 
of offense makes it likely that our 
own severely modest equipment will 
have to be substantially increased if 
we are to place our armed forces 
upon a strong defensive basis. More- 
over, most of the automobile plants 
are ideally equipped to turn out 
much special military equipment 
such as tanks—and gun carriages, 
supply carriers and a host of other 
important accessories. 
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Why Germany Has to Win a 
Quick Victory or Lose 


the War 
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he also developing in iron and steel 
crap. It will have to be met by 
wing a greater proportion of pig 
ion from Swedish and Belgian ores. 

Transition of the Reich into an 
actual war economy was smooth. 
Calling to the colors of some 4,000,- 
(00 to 5,000,000 men was offset by 
the extension of working hours, re- 
shuffling of workers from consump- 
tion to armament industries and the 
atended employment of women. 
Moreover, the conquest of Poland 
has mitigated somewhat the strain 
on coal and manpower. 

Although the publication of reg- 
ilar statistical data has been sus- 
pended, it may be assumed from the 
corporation reports that the indus- 
tral production has been maintained 
at about the pre-war level. How- 
ever, the intensification of the output 
of armaments has been made chiefly 
it the expense of consumption in- 
(ustries, which have been severely 
restricted. The building industry 
las been paralyzed. Steel output of 
the Greater Reich is reported to 
have advanced to almost 31,000,000 
tons in 1939, compared with the old 
Reich output of 23,240,000 tons in 
1988. To obtain the maximum con- 
cntration of industrial activity on 
var essentials, a Supreme Economic 
Council, with Marshal Goering at 
the head, was organized last winter. 

The blockade has eliminated over 
09% of German imports. Trade 
vith the countries still accessible 
las increased moderately, partic- 
larly with the Balkans, which be- 
ire the war supplied about one- 
ith of German food imports. How- 
‘ver, purchases by the Allies and 
tansportation difficulties caused by 
the hard winter have prevented Ger- 
any from obtaining a larger share 
ofthe products of Southeastern Eu- 
rope. 

More than half of German ex- 
ports, paid for in foreign exchange, 
have been eliminated, but some extra 
reign exchange has been obtained 
though the repatriation of Baltic 
(ermans and through the lifting of 
the mark in terms of Hungarian and 
Noumanian currencies. The con- 
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quest of Norway, Denmark, and the 
Netherlands and the bottling up of 
Sweden and the Baltic countries, 
have given the Reich a freer access 
to the surpluses of these countries, 
which included dairy and meat 
products, timber, paper products 
and some minerals, molybdenum and 
copper. 

The present high productivity of 
Danish and Dutch agriculture and 
industries is dependent upon im- 
ports of these foreign raw materials 
and foodstuffs which Germany her- 
self lacks. While German markets 
may be relieved for the next few 
months by diversion of Danish farm 
surpluses, the Danish industrialized 
agriculture will be gravely disrupted 
by the lack of foreign high protein 
fodders. With the crops in Ger- 
many and Southeastern Europe cur- 
tailed by the hard winter, floods and 
late planting whatever reserves of 
food may have been accumulated 
or captured in conquered countries. 
are likely to be quickly used up. 
since it will be also necessary to feed 
the thickly populated Low countries, 
also largely dependent upon outside 
foodstuffs. 

Greater Germany is getting in the 
Low countries large industrial plant 
capacity (and labor force) but in 
this case too it will be difficult to 
keep them busy without foreign raw 
materials. Access to the Belgian 
coal reserves is partly offset by the 
necessity to supply coal to Scandi- 
navia, if its industries are to be 
kept working. 

In order to insure to the State a 
larger possible share of national pro- 
duction and to prevent greater com- 
petition for supplies of goods re- 
duced by the blockade, the Reich 
has introduced a series of deflation- 
ary measures such as the 50% in- 
crease in taxation on higher incomes, 
reduction of wages to the 1936 level, 
and suspension of extra pay for over- 
time, all aiming at the contraction 
of purchasing power. 

In addition, strict rationing has 
been introduced, covering all major 
items of German diet, except pota- 
toes, fruits and vegetables, and even 
these are rationed unofficially by 
limiting the amount which may be 
purchased. Severe rationing of tex- 
tile goods, serious by the fact that 
the people have had to live from 
hand-to-mouth since 1934 and hold 
no reserves to fall back upon, has 
also been established to about the 
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(imERCAL 
CORPORATION 


Convertible Preference Stock, 
$4.25 Series of 1935, Dividend 


A regular quarterly dividend of $1.06 on the 
Convertible Preference Stock, $4.25 Series of 
1935, of COMMERCIAL INVESTMENT 
TRUST CORPORATION has been declared 
payable July 1, 1940, to stockholders of 
record at the closé of business on June 10, 
1940. The transfer books will not close. Checks 
will be mailed. 


TRUST 


Common Stock— Regular Dividend 


A regular quarterly dividend of $1.00 per share 
in cash has been declared on the Common Stock 
of COMMERCIAL INVESTMENT TRUST 
CORPORATION, payable July 1, 1940, to 
stockholders of record at the close of business 
June 10, 1940. The transfer books will not 
close. Checks will be mailed. 


JOHN I. SNYDER, Treasurer. 


May 23, 1940. 











PHILADELPHIA COMPANY 
Dividend No. 38 


Pittsburgh, Pa., May 21, 1940 
A quarterly dividend amounting 
to One Dollar and Twenty-five Cents 
per share on the $5 Cumulative 
Preference Stock of this Company 
has this day been declared, payable 
July 1, 1940, to all holders of said 
$5 Cumulative Preference Stock at 
the close of business, June 1, 1940. 
Checks will be mailed. 
H. D. MEGAHAN, 
Treasurer 








PHILADELPHIA COMPANY 
Dividend No. 40 


Pittsburgh, Pa., May 21, 1940 
A quarterly dividend amounting to 
One Dollar and Fifty Cents per share 
on the $6 Cumulative Preference 
Stock of this Company has this day 
been declared, payable July 1, 1940, 
to all holders of said $6 Cumulative 
Preference Stock, at the close of 
business, June 1, 1940. 
Checks will be mailed. 
H. D. MEGAHAN, 


Treasurer 











THE FLECTRIC STORAGE BATTERY CO. 
The Directors have declared 
from the Accumulated Sur- 
plus of the Company a divi- 
dend of Fifty Cents ($.50) 
: per share on the Common 
Stock and the Preferred Stock, payable 
June 29, 1940, to stockholders of record of 
both of these classes of stock at the close of 
business on June 8, 1940. Checks will be 
mailed. 
H. C. ALLAN, Secretary and Treasurer. 
Philadelphia, May 17, 1940. 








BATTERIES 











THE BELL TELEPHONE COMPANY 
OF CANADA 


Notice of Dividend 
A dividend of Two Dollars per share has been 
declared payable on the 15th day of July, 1940, 
to shareholders of record at the close of business 
on the 22nd of June, 1940. 
F. G. WEBBER, 
Secretary. 


Montreal, May 22, 1940. 





ANACONDA COPPER MINING CO. 
25 Broadway, 
New York, N. Y., May 23, 1940. 
DIVIDEND NO. 128 
The Board of Directors of the Anaconda Cop- 
per Mining Company has declared a dividend of 
Fifty Cents (50c) per share upon its Capital 
Stock of the par value of $50. per share, payable 
June 24, 1940, to holders of such shares of 
record at the close of business at 3 o'clock P.M., 
on June 4, 1940. 
JAMES DICKSON, Secretary. 
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level representing the demand of the 
lowest income class. 

Experience in the World War, and 
more recently in Japan, has shown 
that long continued restriction of 
consumption has led to serious law 
infringement and corruption. Ap- 
parently, the Reich has been no ex- 
ception. Moreover, the people have 
been “investing” their savings in 
furniture, cameras, watches, art ob- 
jects, land, houses and stocks (the 
Berlin exchange market continues to 
rise despite increasingly rigorous 
taxation), rather than lending them 
to the Government. It is likely that 
this inability to keep the decreasing 
supply of non-rationed goods evenly 
distributed will evetually lead to an 
inflationary price rise. 

The purpose of this article was to 
show that the German economy has 
not been fully prepared for a long 
drawn out conflict, that conduct of 
the war will require an increasing 
proportion of national production as 
well as of personal capital, using up 
at the same time the country’s in- 
dustrial equipment and undermining 
the nation’s health, and that the con- 
quests are likely to bring only tem- 
porary relief. The lull after the 
Polish campaign apparently was 
used in the intensive preparation 
for powerful blows to crush the 
opponents, before social disintegra- 
tion set in. 





Radio's Future Brightens 





(Continued from page 221) 


be able to call up and converse 
with distant friends, any time, any 
place. A few years ago such a de- 
velopment was merely wishful think- 
ing. Today it is on the scientific 
horizon.” 

From the foregoing comments it 
would appear as if the radio indus- 
try as a whole will have a much bet- 
ter prospect than it did in the past 
several years. The greatest part of 
the horde of marginal manufacturers 
that appeared in the early years of 
broadcasting have long since been 
liquidated and as a result the manu- 
facturing of receiving sets is now 
in the hands of a relatively few, 
well founded manufacturers. How- 
ever, despite the magnitude of the 
potential market for new receivers 
it is not likely that any of the manu- 
facturers will reap the same kind 
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of money that they did in the early 
1920’s for at that time any piece of 
junk that could reproduce music 
was accepted by the public at high 
profits. The new apparatus will have 
to give excellent value and the price 
will probably have to be reduced to 
approximately current levels before 
there will be any real rush to adopt 
the new devices. 

However, there is little doubt but 
that the public will finally take FM 
to themselves in spite of the fact 
that much apparatus will have to be 
junked, for they did it cheerfully 
when the battery set replaced the 
first crystal devices and they did it 
again when the battery set was re- 
placed by the all-electric machines. 

At the present time it would seem 
as if the Radio Corp. of America will 
be among the leading beneficiaries 
of recent radio developments. There 
also will be sufficient business avail- 
able for the others such as Zenith 
Radio, Crosley and Philco as well as 
many of the other fine companies 
whose securities are not as yet avail- 
able to the public. 





Link-Belt Sells Efficiency 





(Continued from page 239) 


eventual retirement of the entire is- 
sue over the next few years, and 
would certainly be a logical move 
since there is no need to continue 
paying 614% while current easy 
money rates prevail. 

Financial position at the end of 
the year was as strong as ever, with 
current assets of $13,559,071 more 
than five times current liabilities 
of $2,535,690. Included in the cur- 
rent assets was cash in the amount 
of $2,880,573 and marketable se- 
curities carried at $2,074,804 
against a market value of $1,888,- 
444. The usual ample depreciation 
charges were made at the end of 
the year, and _ inventories. and 
worked materials and finished goods 
showed some gains over the previous 
year. 

During the vear Link-Belt ac- 
quired all of the outstanding com- 
mon stock of the Speeder Machinery 
Corp., and organized the Link-Belt 
Speeder Corp. to take over the as- 
sets of this company and the crane 
division assets of the company it- 
self. The new subsidiary now of- 
fers a complete line of shovels, drag- 


lines and cranes and handles its ow 
business except as control and ma, 
agement are for the most part in th 
hands of the men who direct th 
affairs of the parent company 4 
well. 

The common stock of Link-Belt 
currently selling around 31 agains 
a low of 30 and a high of 41 for th 
year thus far. The price rang 
throughout last year was 30 to 4, 
which means that the shares ar 
presently appraised at close to the 
low for almost a year and a hal. 
There can be no doubt that this re. 
flects the unfavorable reaction of 
the market in general to the trend 
of the war news from Europe, ands 
not pointed at the operations or the 
prospects of the company at all. h 
fact the current rate of production 
and sales of Link-Belt indicate that 
earnings for 1940 will show at least 
moderate gains over last year, and 
if the first quarter report plus the 
indicated backlog of orders already 
on hand plus the favorable rate at 
which new orders are being received 
is any criterion, the stock represents 
a moderately priced speculative in- 
vestment of substantial merit. 

The shares may possibly sell ona 
still lower price-earnings ratio in 
view of the general market trend, 
but the gains in earnings and the in- 









creased dividends that the company 
will be in a position to pay make the 
issue attractive from an_ income 
standpoint as well as for good pos- 
sibilities of capital appreciation over 
the longer term. The company i 
not spectacular in its operations, but 
it has proven itself over a long pe: 
riod of years and has excellent pros 
pects for the future. 





America to Arms 





(Continued from page 208) 


grounds. The weather being whal 
it is, this is entirely feasible ant, 
where covering is needed, canvas 
serves the purpose. 

The problem of aviation persot- 
nel is fully as important as that of 
expanding production rapidly. It} 
variously estimated that from 100; 
000 to 150,000 pilots will be required 
for an air force of 50,000 units; since 
two or three hours of combat flight 
daily is enough for any pilot, fe 
quent relief is necessary. In addr 
tion to pilots, anywhere from 750; 
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000,000 to 1,500,000 men will be 
yeeded for ground personnel com- 


prising mechanics, meteorologists, 
radio men and so on. Whereas 


plane production can be speeded 
somewhat through standardization 
of design, elimination of instruments 
in some planes and other steps mak- 
ing possible something more nearly 
approaching mass production meth- 
ods, the training of flight personnel 
cannot be hurried a great deal. 
Limitations on human capacity to 
attain mastery over a new and un- 
familiar element are also limitations 
on the rate at which adequately 
trained fliers can be turned out. 
* * * 

This country is potentially the 
greatest military power in the world. 
It is second to none in industrial 
capacity and industrial ability, and 
it has more of the raw materials that 
it needs than any other nation. It 
lacks nothing in man-power and, 
once aroused, nothing in spirit. 

But potentialities are not realities, 
and the manner in which we deal 
with our defense problem in_ the 
critical period that lies ahead will, 
in a sense, involve a test of democ- 
racy in America. What this test will 
reveal is whether or not a free people 
‘an discipline themselves enough to 
provide adequately and swiftly for 
their own defense. The test may be 
more severe than if we were actually 
at war for, in the latter circum- 
stances, certain of our democratic 
processes would almost automatic- 
ally be suspended for the duration 
in order to meet the pressing needs 
of national defense. Yet our pres- 
ent needs are scarcely less pressing. 
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alty and sales, is thought to be of 
only minor importance. Extensive 
advertising has helped to gain and 
hold a strong trade position. The 
company has maintained its finances 
in a consistently strong position and 
the balance sheet as of December 31, 
1959, disclosed current assets of 
$13,306,365, including cash of $2,- 
427,952, well in excess of total cur- 
rent liabilities of $1,434,941. Capi- 
talization is relatively simple, the 
(77,844 shares of common. stock 
being preceded by only 33,970 shares 








1940 








of $7 cumulative preferred. Divi- 
dend policy has in the past been 
liberal and quarterly distributions so 
far this year have been raised, giving 
rise to the belief that total 1940 dis- 
tributions may exceed those of 1939. 
Sales should increase over coming 
months and royalties should also be 
at higher levels and the outlook 
points toward further improvement 
in earnings. Accordingly, we feel 
that retention of your holdings for 
income as well as appreciation possi- 
bilities from current levels is the 
advisable course to follow. 





Youngstown Sheet & Tube 


May I have your recommendations on 75 
shares of Youngstown Sheet & Tube (com- 
mon) at 55? Would also like to have your 
appraisal of present business, outlook, foreign 
orders, domestic armament bookings, ete. 
Also advise if you think these shares are of 
the type which can move counter to the gen- 
eral market trend. Is it likely that this stock 
might appreciate to my purchase level this 
yoar2—G. N. W., Los Angeles, Calif. 


Operations of Youngstown Sheet 
& Tube in 1939 recorded a good gain 
over the year before and this im- 
provement has been carried forward 
so far in the current year, earnings 
for the first quarter of 1940 being 
equal to 63 cents per share as com- 
pared with a profit of only slightly 
more than one-half cent per share in 
the corresponding period last year. 
Youngstown is the sixth largest pro- 
ducer, having an annual ingot capac- 
ity of about 3,494,400 tons of steel 
and, in addition, ample reserves of 
coal and ore. As a result of diversi- 
fying its output over recent years. 
tubular products now account for 
only about 25% of capacity, with 
sheets, strips and tinplate account- 
ing for about 45%. The balance is 
spread over, in order of importance, 
bars, plates, wire products, struc- 
tural shapes and ties. Principal cus- 
tomers are the automobile, oil and 
building, railroad equipment 
and container industries. Currently 
the company has not participated in 
any war orders but exports to neu- 
tral nations have expanded and it 
is likely that a good portion of these 
new markets will be retained after 
the war is over. New orders are 
running somewhat lower than in re- 
cent months, but the good backlog 
of the company should afford a fair 


gas, 


level of operations over coming 
months. Heavier buying is likely 


later on. Recent price cuts have been 
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Duquesne Light 
Company 
Dividend No. 50 


Pittsburgh, Pa., May 21, 1940 
A quarterly dividend amounting to 
| One Dollar and Twenty-five Cents 
| per share (being one and _ one- 
quarter per cent (1%%) on the par | 
value of $100 a share) on the 5% 
Cumulative First Preferred Stock 
of this Company, has this day been 
| declared payable July” 15, 1940, to 
all holders of said 5% Cumulative 
First Preferred stock at the close of 
business, June 15, 1940. 
Checks will be mailed. 


H. D. MEGAHAN, 
Treasures 











~ PRUDENTIAL 
FINANCE CORPORATION 


Baltimore, Md., May 15, 1940. 

At the regular monthly meeting of the Board 

of Directors of Prudential Personal Finance 

Corporation, a dividend of fifty cents (50c) per 

share, for the six-month period ending June 

15th, 1940, was declared on the Class A stock 

payable on that date to all stockholders of 
record as of June Ist, 1940. 

A. M. WHEELER, 

Secretary and Treasurer. 


PERSONAL 


TEXAS GULF SULPHUR COMPANY 
The Board of Directors has declared a dividend 
of 50 cents per share and an additional dividend 
of 25 cents per share on the Company's capital 
stock, payable June 15, 1940, to stockholders of 
record at the close of business June 1, 1940. 
H. F. J. KNOBLOCH, Treasurer. 


NATIONAL DAIRY PRODUCTS 
CORPORATION 

Dividends of $1.75 per share on the Preferred A 

and Preferred B stocks and 20¢ per share on the 

Common stock have been declared payable July 

1, 1940, to holders of record June 3, 1940. 

A. A. STICKLER 
Treasurer 


May 23, 1940 





Forthcoming Dividend 





es 
Meetings 
Company Time Date 
AirReduction. . 915 6/12 
Amer. Brake Shoe & Fdy., com. &pfd.. 10:30 6/12 
Bank of New York....... 10:30 6/11 
Carborundum Co. 10:00 6/18* 
Celanese Corp., Pr. pfd... ..... 3:00 6/ 3 
Detroit Edison...... ; 2:00 6/11 
Electric Bond & Siem, $5 & $6 pfd 3:30 6/27 
Firestone Tire & Rubber _9:30_ 6/21* 
en = 
General Baking, com. & $8 pfd. . 4:00 6/13* 
General Foods, $4.50 pfd...... 9:30 6/20* 
Gimbel Bros., $6 pfd............ 10:30 6/25 
Goodrich (B. F.), $5 pfd........ 3:30 6/10* 
Hanover Fire Ins............. 3:00 6/12 
Hecker Products............ 9:30 6/26 
Hershey Chocolate, com. & pfd 2:00 6/25 
Insurance Co. of North America 12:00 6/11 
Kaufman Dept. Stores. . 2:00 6/12* 
Lambert Ce. .......... 9:30 6/4 
Lee Rubber & Tire 1:30 6/27 
Marlin-Rockwell. . 3:00 6/11 
National Distillers Products......... 11:15 6/27 
Penney (J. C.).. 10:00 6,/ 4 
Soe a a eames & 8° Zou T% Cs 
% & $5 pid 3:00 6/18 
samen New England Tel. sie 2:00 6/17* 
Thatcher Mfg., conv. pfd. . 9:30 6/19 
Torrington Co. . 11:00 6/14 
Union Oil of California 10:00 6/24 
MOTE os 5 oc kos 205 2:00 6/10 
*—Approximate date. All meetings on com- 


mon stock unless otherwise specified. 
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BOOKS... 


For the Businessman 


WHAT HAS HAPPENED TO 
EUROPE? 
GEOFFREY T. GARRATT 


Bobbs-Merrill $2.75 

An Englishman, who has been politician, 
scholar, journalist, and civil servant in India, 
clearly, impartially, and intelligently traces 
the growth of an intense nationalism in Europe 
Since 1851, and, without sparing any of the 
present or past leaders in any of the countries, 
condemns the political subterfuges, neglect, 
deception, and divided loyalties. Not a plea for 
American intervention, but rather for us to 
remain as the future haven for culture, science, 
and progress. 





»»e«« 


THE EBB AND FLOW OF INVEST- 
MENT VALUES 
EDWARD MEAD AND JULIUS GRODINSKY 
Appleton-Century $5.00 

After a detailed study of 113 industries from 
the viewpoint of expanding and contracting 
business, and the classification of companies 
into five primary classes, the authors turn their 
attention to the buying and selling of individual 
securities in an exhaustive study of corporate 
set-ups. 

»»e«« 


THE STORM BREAKS 
FREDERICK T. BIRCHALL 
Viking Press $3.00 

Chief European correspondent of N. Y. Times 
from 1932-1939, writes of his days and ex- 
periences in Germany, Switzerland, England, 
and Austria, showing how and why war has 
come to Europe. 

»>>e«« 
TIMING—WHEN TO BUY AND 
SELL IN TODAY'S MARKET 
JOHN DURAND 
Magazine of Wall Street $1.00 

Comprehensive book of instructions for suc- 
cessful trading and imvesting. It not only sets 
forth tried-and-proven principles but shows how 
they work in typical situations. 26 pages on 
charts alone ... how to make and use them. 

>>O«K« 


DECADE, 1929-1939 
STEPHEN LONGSTREET 


Random House $2.50 
The story of a great capitalist, John Christian 
Rowlandson, from the peak of his fortune 
through the crash, and his fight for his em- 
ployees. 
»»e«&« 


HOW TO READ THE NEW YORK 
MONEY MARKET 


Institute of International Finance $.50 

An analysis of the supply and demand of 
credit in order that the average layman can 
select and correctly interpret the regularly pub- 
lished financial figures. 


»»e«« 


SHANGHAI, CITY FOR SALE 
ERNEST O. HAUSER 
Harcourt, Brace $3.00 

Having lived and mingled with all classes in 
the City, the author vividly writes about the 
growth, foreign domination, and finally its fall 
into the hands of the Japanese, ending perhaps 
for all time the White Man’s imperialism in 
China. 

»»>e«« 


LETTERS OF AN INVESTMENT 
COUNSEL TO MR. & MRS. 
JOHN SMITH 
H. G. CARPENTER 
Harper Bros. $2.50 

The author of the already popular, ‘‘A suc- 
cessful investor’s letters to his son’’ now en- 
larges the group for whon: his advice is in- 
tended, including all types of men and women. 
Among the seven different classes of invest- 
ment accounts are included the problems of 
estate and trust funds. 

»>>e«« 

These books may be ordered from The 
Magazine of Wall Street book department 
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rescinded and profit margins should 
be benefited thereby. Finances, ac- 
cording to the latest balance sheet 
available, continue to be very strong 
and working capital is believed to 
be ample. Capitalization consists 
of $85,500,000 funded debt, 150,- 
000 shares of $5.50 preferred and 
1,675,008 shares of common stock. 
Over the intermediate term, divi- 
dends are likely to continue at about 
present levels. Earnings, of course, 
are cyclical and vary in line with 
operations in the steel industry and 
quotations for the stock tend to fol- 
low the general market trend. How- 
ever, with the outlook at this time 
pointing toward further improve- 
ment in earnings over coming 
months, the issue appeals to us as 
one of the better situated stocks in 
its group and we recommend reten- 
tion for its appreciation possibilities 
from current levels. 





Philip Morris & Co. 


In your estimation, could Philip Morris 
common shares recover to their 1938 high of 
14334 on the basis of their present rate of 
progress? Have 50 shares purchased last year 
at 102%. Also, please advise whether you 
think market uncertainty alone caused the 
decline in these shares to 8834 earlier this 
year. What action do you recommend at this 


time?—E. H., Milford, Conn. 


In the comparatively short space 
of less than seven years, Philip Mor- 
ris & Co. has established itself as one 
of the leading units in the tobacco 
field, largely as a result of aggressive 
and skilful promotion of its English 
Blend cigarettes. The company also 
produces Marlboro, English Ovals, 
Players, Cambridge and Oxford 
Blues, as well as the Paul Jones 
brand in the 10 cent field. Smoking 
tobaccos, namely Revelation, Puri- 
tan and Bond Street add to earn- 
ings, but only in a minor way. The 
English Blend is the more important 
of the company’s line, accounting 
for about 85% of total sales. Earn- 
ings have shown steady improve- 
ment since 1932, and it is estimated 
that results for the fiscal year ended 
in March of 1940 will be equal to 
about $8 per share which would com- 
pare with $7.50 per share in the 
preceding fiscal term. Sales are be- 
lieved to be appreciably ahead of 
this time a year ago and with prob- 
able lower leaf costs, earnings will 
doubtless show some further im- 
provement over coming months. 
Finances of the company, according 


to the latest balance sheet avail- 
able, have been maintained in a 
very sound position. Preferred 
stock outstanding is currently being 
reduced through redemption and 
conversion and the common stock is 
thus becoming entitled to a greater 
proportionate share of net income. 
With well maintained levels of con- 
sumer purchasing power, further 
sales gains are likely over coming 
months though the rate of increase 
will, of course, not be quite so pro- 
nounced as in previous years. Divi- 
dends will probably continue to be 
fairly liberal. Recent weakness in 
quotations for the stock is doubtless 
due to the general unsettlement 
which has prevailed in the market. 
The issue appeals to us as an attrac- 
tive holding for the income pro- 
duced as well as for its appreciations 
possibilities from current levels and 
we accordingly recommend reten- 
tion. 





Dresser Mfg. Co. 


Has the report that Dresser Mfg. would 
adopt a regular 50-cent quarterly payment 
been confirmed? How do your analysts re- 
gard the earnings outlook for this year? 
What effects will the total war in Europe 
have on this company’s business? Have heard 
that large foreign orders, in addition to 
$2,000,000 Russian order, have been booked. 
Is this true? My holdings—100 shares at 
2154—N. C. V., Schenectady, N. Y. 


Dresser Mfg. Co. is a_ leading 
manufacturer of oil field supplies, 
compressors, sleeves, fittings and re- 
pair parts ued in pipe lines for the 
transmission of oil, gas, water, etc. 
Through the Bryant Heater Co. a 
subsidiary, the organization is in- 
terested to a certain extent in the 
manufacturing of air conditioning 
equipment, heaters, humidifiers and 
burners, which field offers interest- 
ing longer term profit possibilities. 
Earnings are, of course, cyclical and 
vary in line with general industrial 
conditions, especially as applied to 
the oil and gas industry, though mu- 
nicipal demand for pipe parts tends 
to stabilize earnings to a certain ex- 
tent. Operations of the company 
have been consistently profitable, 
earnings being reported in even the 
worst of the depression years, al- 
though results for 1932 were only 
nominal. Following the good gains 
reported in 1939, profits for the in- 
itial three months of 1940 were 
equal to $1.17 per share as compared 
with a deficit of 7 cents a share in 
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the corresponding period last year. 
The company is understood to have 
a good backlog of orders on hand 
which should further improve with 
the better levels of general business 
conditions which are anticipated. It 
js not known whether any large for- 
eign orders in addition to the $2,- 
000,000 Russian order received by a 
subsidiary are on the books, but 
such business from non-belligerent 
nations over coming months would 
appear to be a possibility. Finances 
have been maintained in a sound po- 
sition, the balance sheet as of De- 
cember 31, 1939, disclosing current 
assets of $3,282,733 as against cur- 
rent liabilities of $943,025. Capitali- 
zation is simple, consisting of only 
300,000 shares of common stock. No 
dividends have been paid so far in 
the current year, but present and 
prospective earnings give rise to the 
possibility of some disbursement 
over the intermediate term. Under 
the above conditions, the shares 
have a moderate degree of specula- 
tive appeal at current levels and 
their retention is accordingly rec- 
ommended. 





Standard Brands, Inc. 


Have been holding 200 shares of Standard 
Brands common stock since 1938. I paid 9. 
Normally, I would be encouraged to continue 
holding, particularly because of the company’s 
greater diversification of products and first 
quarter improvement in net earnings. Today, 
however, 1 am puzzled as to general market 
conditions and wonder if it would not be 
wise to remain liquid until the market 
strengthens. Please give me your opinion — 


D. N., Charleston, S. C. 


For some years earnings of 
Standard Brands have been trend- 
ing downward due in large measure 
to competition and increasing oper- 
ating costs, but results for the first 
quarter of 1940 of 17 cents per share 
on the common stock, as compared 
with 12 cents per share in the cor- 
responding period last year, may 
have reversed this trend. To a large 
extent, this first quarter showing 
was due to operating economies and 
higher sales of coffee. The company 
is an important unit in its field, ac- 
counting for some 60% of domestic 
yeast output and distributes in ad- 
dition vinegar, Chase & Sanborn 
coffee and tea, Royal Baking Pow- 
der and desserts, as well as a line of 
liquors, including Fleischman’s gin, 
Black & White whiskey and Pil- 
grim rum. Extensive advertising is 
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carried on to maintain sales volume 
and distribution is widely effected 
through sales to some 60,000 bak- 
eries, hotels and restaurants as well 
as to about 300,000 retail grocers. 
Canadian business accounts for only 
about 5% of the total volume. with 
sales to other foreign countries being 
in about the same amount and con- 
sequently the war abroad should not 
have any seriously adverse effects on 
arnings. It is thought that con- 
sumer income will be at somewhat 
higher levels over coming months 
and ingredient costs are not ex- 
pected to rise to any great exent; 
profit margins should, therefore, be 
relatively well maintained. Finances 
continue to be very sound, the bal- 
ance sheet as of the end of the last 
vear disclosing cash alone of some- 
thing more than three times total 
liabilities. Capitalization is  rela- 
tively simple, there being outstand- 
ing 200,000 shares of $4.50 cumu- 
lative preferred stock followed by 
12.648.108 shares of common stock. 
In the past, dividend disbursements 
have been very liberal in relation to 
earnings and present rates are likely 
to be maintained with the possibility 
of increases later on, given a con- 
tinuation of the current trend 
toward better profits. Further wid- 
ening of profit margins over coming 
months is expected as a result of 
well controlled costs as well as prob- 
able increased sales and product di- 
versification. Accordingly, the issue 
has at least a moderate degree of 
longer term speculative appeal as 
well as returning a reasonable yield 
at current levels and retention of 
the issue is recommended. 





Another Look at Interna- 
tional Nickel 





(Continued from page 227) 


of nickel, let alone copper, in virtu- 
ally all fields of industry stand wit- 
ness. 


Biggest outlet for the metal, of | 


course, is the steel industry where 
it is used in the production of con- 
structional, stainless and other cor- 
rosion and heat resisting steels and 
steel castings going into all sorts of 
finished products including trans- 
portation equipment, agricultural 
implements, machine and hand tools, 
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of over | 5 60 leading 
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stocks in every issue... 





112 pages. convenient pocket-size printed 
in clear, legible type, Adjustable Stock 
Ratings is revised and published monthly. 


It gives you... 


1. The exchange on which the stock is 
listed—its ticker symbol. 


2. The nature of the company’s business, 
for in many cases the company name 
gives no indication of its activities. 


. Our original method of ratings—shows 
the outlook for the industry and the 
company represented by the stock. 


4. It shows the funded debt, if any,—so 


earnings prospects may be more ac- 
curately determined. 


. The number of shares outstanding— 
essential in judging marketability, and 
action in thin markets. 


on 


5. Earnings’ record for the past three 
yvears—a quick check on the company’s 
progress. 


. Dividend rates—the date on which the 
investor must have been a stockholder 
to receive them—and the date of pay- 
ment. 


oe 


. The high and low prices for last year 
and this year—helps determine the 
possible price swings. 


9. Frequently-changed, terse, timely com- 


ments point out the major factors 
operating—whether favorable or un- 
favorable — enabling the investor to 
accurately judge the investment merit 
of any stock at any time. 
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mining and oil well drilling machin- 
ery, power generating machinery, 
etc. Important buyers of nickel also 
include copper and brass mills, alloy 
manufacturers, chemical makers and 
others. Malleable nickel finds exten- 
sive use in the petroleum, radio, au- 
tomotive and food industries and is 
best known to the layman as the 
nickel-copper alloy coin that buys a 
subway ride or hot dog. “Monel,” 
a white alloy of nickel and cop- 
per that is resistant to corrosion 
and possesses unusual mechanical 
properties, is invaluable to the air- 
craft, building, chemical, electrical 
and many other industries. Its first 
cousin, “Inconel,” a nickel-chromi- 
um alloy, finds similar wide demand 
as, on a lesser scale, do such special 
products as carbon free nickel, de- 
polarized nickel and the like. The 
platinum metals—platinum, palla- 
dium, rhodium, iridium and ruthe- 
nium — go into jewelry, decorative 
ware, chemical and electrical equip- 
ment. 

It would be a mistake, of course, 
to minimize the restrictive effects of 
the war on the company’s operations 
and on its prospects as long as hos- 
tilities last. More than most com- 
panies, International Nickel is de- 
pendent on international trade. As 
the management has put it, “it may 
be assumed that, whether the con- 
flict be of short or long duration the 
requirements of His Majesty’s Gov- 
ernments in Canada and Great 
Britain will provide, during the war, 
an outlet for a substantial portion 
of the company’s output of metals. 
From the long range viewpoint, 
however, the company should not 
rely solely on empire markets but 
must now anticipate and consider 
conditions which all industry must 
face when the war is over. The most 
effective safeguard at that time 
against unemployment and_pa- 
ralysis of industry generally would 
he a firmly established export trade 
such as this company has always en- 
joyed and desires to augment.” 

As for the more immediate future, 
some apprehension has been appar- 
ent on the part of Nickel stockhold- 
ers over the prospects of mainten- 
ance of the present 50 cent quarterly 
common share dividend, and not en- 
tirely without cause. In its latest 
monthly letter, the Royal Bank of 
Canada notes that “For the dura- 
tion of the war at least, and perhaps 
for an extended period thereafter, 
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Canada, because of the British Ex- 
change Control, will no longer be 
able to utilize the balance derived 
from her exports surplus with Great 
Britain and other countries of the 
sterling bloc to offset her excess of 
imports with the United States as 
has been the custom in the past. 
Therefore, in addition to the main- 
tenance of our gold shipments to 
that country, the utmost effort must 
be made to increase the inflow of 
United States tourist dollars into 
Canada and to husband most care- 
fully our supply of United States 
funds.” 

Some reassurance, however, is to 
be found in the president’s address 
to stockholders wherein, noting that 
no change has thus far been found 
necessary with respect to dividend 
policy, he pointed out that “Cana- 
dian currency regulations now per- 
mit the disbursement of dividends 
by Canadian companies to all share- 
holders, whether resident in Canada, 
Great Britain, the United States or 
elsewhere, out of current earnings 
and, with the approval of the For- 
eign Exchange Control Board, the 
company has continued to make di- 
vidend payments as heretofore. Our 
United States dollar revenues, re- 
sulting from sales in the United 
States of nearly one-half of the com- 
pany’s nickel products, and from its 
sales in certain other markets, con- 
tinue to provide, as in the past, the 
requisite United States dollar ex- 
change for dividend disbursements.” 

It is estimated that the company’s 
annual U. S. dollar sales total some- 
what more than twice its present 
annual dividend disbursements in 
this country, leaving a considerable 
excess of dollar funds for other uses. 
However, should the Dominion find 
itself hard pressed for American 
dollar balances as the war goes on, 
it would not be surprising to see it 
adopt some such measure as forbid- 
ding other than stock dividends to 
American common stockholders in 
Canadian companies or perhaps the 
impounding of dividends in Canada 
pending the end of the war. Inci- 
dentally, too, the deductibility of 
one-half of dividend payments in 
figuring “capital employed” for com- 
putation of excess profits taxes un- 
der the second of the two elective 
bases offered also tends to discourage 
the payment of dividends by Cana- 
dian companies. 

Admittedly there are still a num- 


ber of very real hazards overhanging | 
International Nickel from the Amer 
ican investor’s standpoint. Its Eng. 
lish properties are conceivably sub. 7 
ject to destruction or perhaps even” 
capture. It will probably come in” 
for even higher Canadian taxes. And _ 
the dividend question is not without. 
its uncertainties. Actual adverse de. 
velopments along any of these lines” 
could scarcely help but be reflected © 
in the market value of the stock. 7 

At the same time these hazards_ 
are of the sort that will presumably 
vanish with the end of the war. Ag? 
far off as that may be, it must none 
theless be taken into consideration § 
in appraising the worth of an issue 
which, under anything approaching 
normal conditions, ranks among the § 
soundest of investment media. If it” 
is a mistake in the case of more | 
fortunate concerns to over-capitalize 
war inflated prospects, it is also a | 
mistake to undercapitalize war-de- ~ 
flated prospects in the case of Nickel. 
There is no assurance, of course, that 7 
the company’s stock will not reach ” 
substantially lower levels before its 
ultimate recovery. Such ultimate re- 7 
covery, however, is as reasonably 
certain as anything can be in the | 
investment world of today and, from | 
a frankly long range standpoint, the 7 
upside appears to advantage over” 
the down. 





The Bond Bulletin 





(Continued from page 237) 


Steel debentures will mark the last 
of the large offerings until the mar- 
ket prospect becomes more clarified, | 
A number of industrial and publi¢) 
utility issues which appeared des 
tined for early refunding will prob 
ably remain outstanding for at least) 


another interest period. 
* * * 


Bond investors with a speculative | 
turn of mind can now buy at a sub-" 
stantial discount two convertible} 
issues which previous to the recent 
market breaks had recorded sizable) 


gains. Studebaker Corp. 6’s 1949 
sold down to 81, subsequently re 
covering moderately to 84, the lat 
ter price comparing with the high 
this year of 11314. Baldwin Loco 
motive 6’s 1950, with a distinctly’ 
“war baby” background, have sold 
this year as high as 130%. The 
break carried prices down to 95. 
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